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Steady Course of British 
Economy 


The gloomy prophets who saw the 
definite reversal of Britain’s export 
drive in the the April trade figures 
were wrong after ail. The figures for 
May show a jump of £14 million in 
the value of exports, to £151,500,000. 
The fact that May was a full working 
month, whereas April was interrupted 
by holidays, does not account for the 
whole of this increase. The daily rate 
of exports was 2 per cent. higher in 
May than in April, though still rather 
below the heights reached during the 
first quarter of 1949. Increasing sales 
Gifficulties as the post-war boom comes 
te an end in country after country 
may temporarily, at least, be stopping 
further acceleration in Britain’s export 
drive. But they are not yet putting 
on the brake. 

This is reflected in the employment 
figures. In spite of all the talk, grow- 
ing competition with the end of the 
sellers’ market has not yet touched 
the structure of full employment in 
Britain. So far this year, the normal 
seasonal falt in unemployment during 
the spring has been going on undisturb- 
ed by any sign of a downward “slide” 
in the trade cycle. 

This does not mean that Britain is 
immune from fears of a slump. The 
London Stock Exchange has been a 
bear market all this year, and in sym- 
pathy with Wall Street, share prices 
have lately fallen sharply. On June 
10 the index for ordinary industrial 
shares fell to its lowest since the end 
of the war. But this is not due en- 
tirely to the trade outlook and, es- 
pecially, fears that the American re- 
cession is bound to spread; it is pro- 
bably due quite as much to the in- 
evitable uncertainty that comes when 
a general election is not more than 
a year ahead. But certainly one 
reason for falling prices on the Stock 
Exchange is that more companies are 
reducing, or not paying, their dividend 
payments. And firms that have not 
yet felt the draught in their accounts 
have been giving warnings of what 
is to come. 

Lord McGowan, Chairman of the 
giant Imperial Chemical Industries, 
recently told his shareholders that 
the eollere’ market had disappeared for 
nearly all the company’s products, 
and it was facing “fierce competition.” 
But he found no nd for pessimism, 
however. He believed that the com- 
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petition could be met. Efficient new 
plants were coming into operation, he 
said, and the company had the co- 
operation of the trade unions in in- 
troducing improved production me- 
thods and in the extended use of in- 
centive wage systems. Last year, 
with demand still strong and without 
the shortages of coal and raw materi- 
als that delayed production in 1947, 
the company’s chemical plants were 
in full operation almost continuously. 
A measure of the higher efficiency, he 
said, was that I.C.I. prices had risen 
to only 44 per cent. above those of 
1938, while the official index of whole- 
sale prices in Britain had risen 133 per 
cent. There was not now any hope 
of large reductions in chemical prices 
at home. 


Lord McGowan said the company 
would have to fight hard to keep its 
overseas markets. But the implications 
of his speech were more than defen- 
sive. Imperial Chemicals would also 
fight hard to develop new markets, 
particularly in hard currency areas. 
He stressed that for this competent 
salesmanship was as important as 
low production costs. 


This stress on salesmanship in ex- 
porting is increasing in British indus- 
try. The London merchant banking 
firm of Hambros are still extending 
their sales promotion plans in the 
United States. Sir Grahame Cunning- 
ham, the businessman who is to 
supervise the dollar drive, is now 
starting work on the lines recommend- 
ed by a committee of businessmen. A 
Dollar Exports Board, financed by in- 
dustry, is to advise firms trying to 
open or expand markets in the United 
States and Canada. It will be a focus 
point for all attempts to earn dollars, 
acting with the Government depart- 
ments but independent of them. 


_There is still strong faith in Bri- 
ain that by such means as this the 
export drive as a whole can be main- 
tained and the particularly valuable 
exports to North America increased 
fairly sharply. The hopes’ and 
experience of individual firms are 
mixed. Some have recently reported 
reductions in their sales abroad, and 
this is especially common among the 
consumer goods industries. But one 
firrn of electrical engineers has done 
as much export business in the first 
third of 1949 as in any full year pre- 
viously. Against this, other company 
chairmen emphasise the ebb and flow 
of business which is caused by foreign 


No. 3 


Fisheries of Hongkong 
Japanese Financial c&: Industrial Reports 
Mr. Kann’s USA Report 


exchange controls and import restric- 
tion, even where British prices are 
fulty competitive. But so far the cuts 
in some exports are no more than an 
adjustment, balanced by increases 
elsewhere. And where the cuts have 
to be met by reducing output and dis- 
missing workers, the slack is soon 
taken up. As shown by the unofficial 
statistics production has lately been 
fairly steady, about 25 per cent. higher 
than its average in 1946 and 4 per 
cent higher than last year. 


In the British market signs of con- 
traction are still scarce. There has 
been a heavy fall in the consumption 
of beer, leading to reduced output by 
the breweries and to cuts in dividends 
by ‘some companies. But this is an 
exception. Most traders find that the 
public’s purse-strings are tighter than 
they were, but they are not tight 
enough to cut business. Recent bank- 
ing statistics suggest that the mone- 
tary position is stable. In Britain 
there is now neither inflation nor de- 
flation. The fortunes of different trades 
are varying as the economy is adjust- 
ed to something near normal after the 
post-war boom. 


This position might not be held for 
long. On Tyneside and Wearside, cen- 
tres of Britain’s shipbuilding industry, 
there is serious fear of growing unem- 
ployment, both in the shipyards them- 
selves and in the engineering works 
associated with them. And it is be 
lieved that in this district there are 
no expanding industries to take up 
workers who are dismissed. This is 
a special problem, and in any case 


it has not happened yet. A more 
genera] sign of changing conditions 
is the belief of Britain’s Iron and 


Steel Federation that the steel supply 
position, which for long wag the chief 
limit on industrial production as a 
whole, will notably ease in the com- 
ing months; by the end of this year, 
the Federation thinks, there may well 
be more steel than consumers. will 
want. But this is not the only view. 
Two distinguished economists of Lon- 
don University have recently argued 
that what Britain hag to face this 
year is still inflation, and have called 
on the Government to cut investment 
in capital projects. On _ balance it 
looks as though the British economy 
is at the moment holding to a steady 
course. Whether the course is fast 
enough for the dollar problem to be 
solved by 1952, no one would like to 
say. 
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Foreign Trade Restrictions and the Role of the 
International Trade Organisation 


In March 1948 at Havana, Cuba, 
fifty-four national delegations to the 
United Nations Conference on Trade 
and Employment accepted for sub- 
mission to their respective govern- 
ments the so-called Havana Charter 
for an International Trade Organisa- 
tion. That Charter is the final revision 
of the draft .proposals which were 
originally made by the United States 
Government in December 1945, It in- 
corporates, cf course, many changes 
‘which had to be made in the course of 
several international conferences for 
the purpose of achieving agreement 
among the negotiating governments. 
Actual establishment of the ITO 
now waits upon ratification of the 
Charter by at least twenty of the 
signatories of the Havana Agreement. 
In the U.S. early action is sought by 
the Admimistration. which submitted 
the Charter to Congress on April 28, 
1949 in the form of a joint resolution 
réquiring the majority approval of 
both houses. Of the foreign . signatories, 
only Australia has ratified the Charter 
to date; most of the others are ex- 
pected to defer action until the United 
States position becomes known. 


‘The Charter is a complex document 
of sixty-six closely printed pages 
which sets forth the projected role of 
the ITO as an agency of international 
collaboration in the foreign trade field. 
The major provisions of the Charter 
may be briefly summarised as follows: 


Full employment and rising “effec- 
tive” demand are accepted as necessary 
conditions for the expansion of inter- 
national trade. Each member country 
recognises its responsibility (for fulfil- 
ment of such conditions »y measures 
“appropriate to its political, economic, 
and social’ institutions”. Tne Charter 
further recognises that the develop- 
ment of economically retarded coun- 
tries will effectively contribute to in- 
ternational prosperity and accepts the 
possibility that tariff and other pro- 
tection of promising infant industries 
may usefully serve such economic de- 
velopment. Members of the Organisa- 
tion agree to assist in the development 
of the economically retarded countries, 
which in turn agree to subject their 
protectionist measures to a considerable 
measure of ITO control. 


All ITO members’ undertake to 
negotiate most-favored-nation tariff 
reductions, which are to operate auto- 
matically to reduce existing margins of 
tariff preferences. Quantitative trade 
restrictions are barred, subject to 
numerous exceptions among which 
‘halance-of-payments difficulties on 
the part of individual member coun- 
tries (as appraised by such individual 
members) provide the broadest loop- 
hole. Discriminatory administration of 
quota restrictions is prohibited unless 
required in order to support exchange 
controls permitted by the International 
measures authorised by the ITO, Ex- 


‘after, under certain 


port subsidies are to be banned after 
two years, except that member gov- 
ernments retain broad discretionary 
authority to subsidise exports of pri- 
mary commodities, State trading en- 
terprises are to be required to con- 
duct their cperations in accordance 
with “commercial considerations”, and 
to negotiate reductions of any arti- 
ficial margins—comparable in effect to 
export or import duties—between the 
foreign and domestic prices of com- 
modities traded by them. Emergency 
provisions permit the withdrawal of 
tariff reductions or other concessions 
that prove damaging. 

Members further agree to take ap- 
propriaie action to eliminate business 
practices on the part of their nationals 
(e.g., cartel arrangements) that, after 
investigatior by the ITO, are proved 
to have a restrictive effect upcn inter- 
national trade. The Organisation is 
empowered ta convene intergovern- 
mental conierences for the regulation 
of certain primary commodity markets 
when natural economic forces fail, or 
threaten to fail, to produce a satisfac- 
tory equilibrium. In all such agree- 
ments, the consuming countries are to 
have a voice equal to that of the pro- 
ducing countries. 

The principal organs of the ITO are 
to be a Conference; an Executive 
Board; Commissions as may be re- 
quired; and a Secretariat. Unit voting 
py countries is to prevail within all 
of these administrative organs. The 
Executive Board of eighteen members 
will include eight members of “chief 
economic importance”, in the deter- 
mination ‘of which particular regard is 
to be paid to their shares in inter- 
national trade. With respect to trade 
disputes, members failing to reach 
agreement by mutual consultation are 
to refer their differences to the Execu- 
tive Board. Decisions or other actions 
of the Executive Board may be ap- 
pealed to the Conference and there- 
circumstances, to 
the Internaional Court of Justice. 

Although : nothing in the Charter 
excludes any member from maintain- 
ing economic relations with nonmem- 
bers, the Charter prohibits agreements 
between members and nonmembers 
that discriminate against other mem- 
bers of the Organisation. Members as- 
sume nc obligation whatsoever to ex- 
tend most-favored-nation treatment 
to nonmember countries. 


e s s * 


A certain measure of vractical av- 
plicat:on of the Charter has already 
been secured in the form of the 
General Agreement .on Tariffs and 
Trade, signed at Geneva in 1947, 
which incorporates the bulk of the 
commercial-policy provisions of the 
Charter. Tariff concessions subsequent- 
ly granted by the twenty-three gov- 
ernments provisionally accepting the 
General Agreement have  reported- 
ly covered approximately 50 per 
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cent of world trade. The United States 
tariff concessions, granted under the 
Reciprocal Trade Agreements Act, are 
calculated to have reduced the average 
rate of duty on all dutiable imports 
into the United States from 32 per cent 
tc 25. Representatives of the General 
Agreement countries are now engaged 
at Annecy, France, in the , further 
negotiation of multilateral concessions 
with eleven other countries seeking to 
participate in the Agreement. 

The General Agreement thus has al- 
ready rendered conspicuous service in 
reducing the tariff barriers to world 
trade and may well continue to exert 
this beneficial influence even if the 
ITO Charter fails of general accep- 
tance, Provisions of the General Agree- 
ment which permit the signatories to 
withhold tariff concessions from non- 
participating countries after two years 
should exert considerable pressure 
upon nonmembers to enter the pact. 
Failing widespread defection from the 
General Agreement upon its formal 


termination in January 1951, the 
Agreement is to be extended inde- 
finitely. 


Considerably more crucial to the ex- 
pansion of world trade, however, is 
internationa}) action to curtail the use 
of quaniitstive restrictions. In this 
endeavor, the ITO is intended to con- 
stitute the logical complement of the 
Iniernational Monetary Fund, which is 
empowered to regulate the use of ex- 
change control. Since exchange con- 
trols and quantitative restrictions are 
largely alternative methods of regula- 
ting foreign trade, it is evident that 
international action to remove ex- 
change controls should be accompanied 
by similar action to remove trade res- 
trictions: otherwise, relaxation of ex- 
change controls may well be nullified 
by a corresponding intensification of 
trade restrictions. 

In striking contrast to the Fund 
Agreement, however, the Havana 
Charter fails to subjett the use 
of quota restrictions in all cases 
to the prior approval of the ITO. 
Thus, ITO members retain exten- 
sive discretionary authority to main- 
tain or reimpose quota restrictions 
in order: (a) to forestall the imminent 
threat of, or to stop, a_ serious 
dechine in the level of monetary re- 
serve; or (b) in the case of a member 
with very low monetary reserves, to 
achieve a reasonable rate of increase 
in its reserves. Opportunity for a 
highly elastic interpretation of such 
“imminent threats” is afforded by 
another Charter provision recognizing 
the need of members to safeguard 
their economies against deflationary 
pressure in the event of a serious 
decline of the effective demand of 
other countries. Moreover, the Char- 
ter recognizes that such threats to 
monetary reserves may legitimately 
arise not only from market forces, 
such as the curtailment of exports by 
depression abroad, but also from 
member countries’ deliberate expan- 
sion of imports for the purposes of 
furthering economic development, full 
employment, and other governmental 
projects. 
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Import quotas for the 
of infant industries may be imposed 
only with the approval of the ITO. 
Under special circumstances, however, 
such as the protection of infant in- 
dustries established between January 
1939 and the date of the Charter, the 
ITO’s prior approval is rendered vir- 
tually automatic. Furthermore, ITO 
approval may be sought after, rather 
than before, the introduction of pro- 
tective measures if the process of 
negotiation with the ITO threatens 
to create undue speculation in the 
market concerned. Moreover, the 
prospective preponderance of un- 
developed countries in the ITO mem- 
bership may prove conducive to a 
liberal interpretation of the Charter 
provisions. 


Although the Charter prohibition 
of quantitative restrictions is thus 
qualified by exemptions sufficient to 
permit their maintenance and even 
growth, authorized deviations from 
the rule of nondiscrimination have 
been more closely limited. While a 
broad range of existing tariff pre 
ferences is temporarily recégnized, re- 
ductions in general tariff rates are 10 
operate automatically to reduce pre- 
ference margins. Furthermore, no 
preference margin may be increased. 
On the other hand, the Charter’s ac- 
ceptance, under specified circumstances, 
of quota restrictions may well prove 
tantamount to acceptance of their 
discriminatory administration. Govern- 
ments intent upon _ discriminating 
would not be seriously constrained by 
the provision that import and export 
quotas must be allocated solely on 
the basis of the geographical stri- 
bution of the same exports or imports 
in an earlier representative period 
(subject to any special factors affect- 
ing the market). It is evident that 
choice of the “representative period” 
and appraisal of “special factors” 
will afford ample opportunity for 
more or less disguised discrimination. 
State trading monopolies, subject only 


protection 


to the vague rule of “commercial 
considerations”, will retain an even 
greater degree of freedom to pursue 


discriminatory policies. 
s s S 2 


As an instrument of international 
supervision of the use of trade restric- 
tions, the ITO _ blueprinted by the 
Havana Charter obviously leaves much 
te be desired. The Charter has en- 
countered widespread criticism «on 
the grounds that it is so riddled with 
exceptions as to render it almost 
valueless as a_ means of restoring 
multilateral and  nondiscriminatory 
trade. 


In so far as such current criticism 
rests on the assumption that the 
primary solution to the world trade 
problem les in a_ thoroughgoing 
elimination of exchange and _ trade 
restrictions, and that the immediate 
need is for an international agency 
endowed with sufficient authority to 
compel the removai of such trade 
barriers, it oversimplifies the problem. 
In recent years, if, has become in- 
creasingly clear that the disequilibri- 
um of world trade, particularly the 
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dollar scarcity, is attributabie in large 
part to other and deeper causes such 
as wartime losses of invisible earnings, 
the _lag of . European productivity 
behind that of the United States, dis- 
crepancies in international cost and 
price levels, and other basic difficulties. 


So long as these root causes of 
disequilibrium remain uncorrected, 
many foreign countries may well find 
themselves unable to dispense with 
quantitative and _ discriminatory re- 
striction of their foreign trade. Re- 
strictive measures currently in force 
cannot be suddenly swept away with- 
out causing painful, transitional effects 
and quite possibly. retarding, rather 
than advancing, progress toward trade 
equilibrium. 

As part of an_ over-all effort to 
restore a balanced pattern of inter- 
national trade, however, reduction. of 
trade barriers can contribute signifi- 
cantly to a successful solution. Thus, 
lack of foreign markets rather than 
inadequate cutput may soon appear 
as a limiting factor in the recovery of 
Western Europe. Action to secure a 
closer integration of national econo- 
mies will require careful planning, 
however, and, inevitably, — protracted 
consultation and negotiation among 
the various nations concerned. 


In general, therefore, it would seem 
that the immediate need is for an 
international instrument of plan- 
ning and negotiating reductions of 
trade barriers rather than an instru- 
ment for compelling their elimination. 
The serious divergencies of nationai 
trade policies that emerged during 
the drafting of the Charter would in- 
evitably have dominated the future 
trade negotiations of most _ countries, 
implicitly if not openly. By clarify- 
ing these issues, the Charter has con- 
tributed substantially to mutual un- 
derstanding of the obstacles to be 
overcome in future negotiations. _ The 
International Trade Organisation itself 
could provide the international ma- 
chinery for such negotiations. 


British Colonial Development 


The Colonial Development Corpora- 
tion, which was set up by Parliament 
with borrowing ‘powers’ exceeding 
£100,000,000 to develop resources and 
trade in the Colonial Empire and to 
expand production of foodstuffs and 
raw materials, recently made its first 
Annual Report. The Report discloses 
that nine undertakings of the Cor- 
poration are already in operation in- 
cluding a scheme for producing Manila 
hemp in North Borneo. 57 projects 
are under active investigation includ- 
ing two schemes for Malaya. Several 
other projects have been approved 
subiect to certain reservations. Total 
capital commitments in respect of the 
undertakings in operation is just over 
£3,000,000. Expenditure altogether on 
schemes under investigation is estim- 
ated at £35,000,000. 


Outlining the immense tasks facing 
the Corporation the Report points out 


that the conditions of climate, soil, 
disease, under-nutrition, ignorance, 
and lack of incentive are major pro- 
blems in the Colonies which cannot be 
faced by the Corporation alone. Unit- 
ed efforts by the Colonial Office, by 
private enterprise, and above all, by 
the peoples of territories concerned are 
needed. The Report points out that it 
would be a mistake to expect the Cor- 
poration will earn an overall profit tilt 
some years have elapsed. In the de- 
velopment of various projects, parti- 
cularly in the tropics, land clearance 
and slow maturing crops may call for 
a large expenditure for a period with 
no revenue earned. 


Potentially the largest share of the 
Corporation’s activities is in the Agri- 
cultural Division but the bulk of the 
Division’s projects are still in the pre- 
paratory stage. There are, however, 
under active investigation, schemes for 
the production of oilseeds, cereals, 
fruits and fibres. The Fisheries Divi- 
sion is also well aware of the need 
for increasing supplies of fish to miti- 
gate the protein shortage in tropical 
diets but many factors are against the 
rapid development of fisheries. The 
Corporation however, hopes in its next 
annual report to be able to point to 
projects actually in operation, 


The project now in operation in 
Worth Borneo has been entered into. 
in view of the world shortage of 
Manila hemp and because the main 
supplier—the Philippines—is in the 
dollar area. North Borneo is believed 
to be well suited for the cultivation of 
Manila hemp and the Corporation have 
bought from the custodian of eneray 
property in Borneo five ex-Japanese 
hemp estates totalling some 14,000 
acres, 7,000 acres are virgin jungle 
while only about 2,300 acres are under 
hemp in fair condition owing to neglect 
during the Japanese occupation. The 
Corporation has made an agreement 
with a commercial concern to form a 
joint company to take over the estates. 
If the undertaking goes well the Cor- 
poration is later to commence opera- 
tions on its own account on another 
undeveloped area of 20.000 acres. 


Chiang in Canton 


Mr. Wang Shih-chieh, acting as 
political adviser to Generalissimo 
Chiang Kai-Shek, reached the crux of 
the situation in China today when he 
said that “up to the present each front 
has been fighting its own fight. There 
has been no effective unity of com- 
mand.” This has long been evident 
and if there had been more wisdom and 
comprehension displayed by the Kuo- 
mintang, as well as a sinking of per- 


sonal gains the Communists could 
hardly have swept the country as 
they have done. According to the 


Peiping radio the Communist Party 
claim that they now control an area 
of China comprising nearly 280,000,000 
or 58 per cent. of China’s total popu- 
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lation. These figures may or may not 
be a little over-estimated, but certain- 
ly the most important points along 
the China coast are in Communist 
hands. The number of people brought 
under their control is therefore im- 
material when compared with this 
fact. f 

All this t-me, in fact 
January when he gave up the post 
of President, General Chiang Kai- 
Shek has been outside the ring and 
little has been learned of whether he 
thad retired permanently or was wait- 
ing the turn of events. At long last 
and aware that it is now or never the 
Generalissimo has returned to Canton 
in an ‘effort, not perhaps to resume 
the office of President, but tc unite 
some of the factions in the Kuomin- 
tang. This is a necessary preliminary 
to organising a concerted “general 
plan for the conduct of the war on 
all fronts’—to quote Mr. Wang's 
somewhat ambiguous expression of 
opinion. 

Nothing official has been announced 
as to what is being planned and con- 
jecture is giving rise to a number of 
rumours. One thing is ceitain, how- 
ever, and that is the General arrived 
in Canten with a_ concrete if still 
somewhat unformed _ scheme. _in_his 
hand—the proposed China-Philippines 
sponsored Pacific Union. The talk 
General Chiang Kai-Shek held a few 
days with President Quirino on this 
subject appears to be bearing fruit. 
The President expressed himself for- 
cibly that such a union is essential 
and within the next few weeks we 
shall probably learn more of the form 
which its supporters hope it will take 
and whether India will agree to come 
in—an important point. 

The General’s return to Canton 
seems to have created a surge of op- 
timism there, but in Hongkong the 
more or less over-all opinion appears 
to have undergone little change, ex- 
cept that, to use a phrase which has 
become a by-word in China, “we 
must wait and see.” 


since jast 


American Opinions on 
China Questions 


INo diplomatic recognition of the 
Communist regime in China and no 
trade with it — that is the policy re- 
ceiving the largest vote in two national 
public opinion surveys on the China 
issue. Twenty-one Senators last month 
petitioned President Truman to give as- 
surance that the United States will not 
recognize a Communist Chinese gov- 
ernment. Secretary of State Acheson 
promised Senate foreign policy leaders 
that they would be consulted before any 
decision is made abort recognition. 

The ideas of the average American 
voter about the China problem were 
probed in the two’surveys by the Ame- 
rican Institute of Public Opinion as 
follows: 

In the first, all voters who said they 
knew something about the Chinese civil 
war were asked; 


Do you think the United States 
should recognize the new government 
in China being set up by the Chinese 
Communist Party —. that is, do you 
think we should send an Ambassador 
and have dealings with this government 
in China? 


The vote: 
Favor recognition .. .5....:..05 19% 
Opposed» “hx. ao ele ees Al 
NOVOpINIOn | WS nA aoe e 15 
15% 
Not familiar with situation .... 25 


The issue of recognition has many 
important ramifications. One thing at 
stake is China’s seat on the U.N. 
Security Council. If the new Chinese 
government, friendly to Russia, is re- 
cognized by western powers and! takes 
over China’s place on the Council, the 
Soviets would have an important new 
ally in the deliberations and the voting 
of the U.NL Big Five. 

The question of carrying on trade 
relations with Chinese Communists was 
put to voters in the following manner: 


If China is taken over completely by 
the Communists, do you think the 
United States should continue to carry 
on trade with China, or do you think 
the United States should refuse to have 
any trade with China? 


The vote: 


Continue ‘trades vig. ee 84% 
Refuse totrade=: .cmckes waeeene 46 
No opinion acs. 4 Sear eee 20 


On the recognition issue voters of all 
education levels expressed opposition. 
The vote by education follows; 


High Grade 
College School School 
Favor recognition 32% 21% 18% 
Opposed’ oe scissancs 54 47 32 
No opinion ....... 10 14 a hy 
96% 82% 62% 
Not familiar with 
situation® 5... 4 18 38 


Mass Dismissals in Japan. 


The widespread dismissals of em- 
ployees in’ Japan, especially from 
Government, Offices, is creating so 
much discontent and resentment that 
the disturbances arising therefrorn, 
which have long been predicted should 
the ruling become effective, appear 
to ba already causing grave anxiety. 
Under the present uncertain conditions 
obtaining in the world markets with 
the forecast of depression, it is per- 
haps to be expected that the 
Japanese should blame the American 
administration for a policy which, 
though advocated as a necessary ad- 
junct to Japanese economic recovery, 
might well react in such a way as to 
hinder rather than advance the coun- 
bys reinstatement in the industrial 
world, 
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It has frequently been said in the 
past that the number of those employed 
in many branches of Japanese industrial 
and government administrative work 
always exceeded their usefulness, and 
that a reform along these lines was 
highly desirable. The excessive number 
of employees became even more marked 
during and since the war years and 
apparently nothing has been done to re- 
medy the situation. All this is conceded, 
but a reform of this kind involving 
the livelihood of thousands, is a task 
that no administration would lightly 
undertake, especially at a time when 
social unrest has penetrated to the very 
doors of Japan and General Douglas 
MacArthur must have faced the pos- 
sible conséquences squarely before issu- 
ing an order that a weaker administra- 
tion would hesitate to undertake. With 
the urgent need for reform in this 
direction it has apparently been decided 
that the present moment is as good as 


any other. The board is, therefore, 
being cleared drastically and _ thor- 
oughly. 

Japan has, during the past few 


months definitely indicated that she is 
capable of moving—and rapidly—to- 
wards economic sufficiency, but it is con- 
ceivable that an over-burdened govern- 
ment wage list could well hinder this 
advance, or at least hamper it toa 
greater degree than desirable; it was 
furthermore anticipate@ that with a 
resuscitated industry more useful jobs 
would become available. While this js 
the case, the interim between dismissals 


and trade recovery has to be filled. 
Government subsidies and charitable 
institutions may do their best, but 


bona fide employment alone can really 
meet the case. As it now is, the 
Government appears to be economising 
on the one hand by making the depart- 
ments more efficient, but on the other 
the savings thus achieved may for a 
time at least, be largely dispersed in 
the form of largesse—an unwholesome 
method of meeting unemployment as 
well as being unproductive and demor- 
alising. 


Already accusations of sabotage and. 
violence have been noted but concrete 
plans are probably well under way to 
cope with any situation as it may arise. 
Unrest is however, contagious and a 
handy peg on which to hang grievances 
however -extraneous to the root cause, 
and in this instance we are told al- 
ready that dissatisfaction is spreading 
far beyond the limits of those dismiss- 
ed and into the ranks of Japanese 
financiers and industrialists who, long 
restive under foreign jurisdiction and 
restrictions and with their own axe 
to grind, are already condemning the 
occupation forces for a policy which, 
though once advocated by these groups, 
they now aver could lead not only to 
an acute shortage of production but 
could ‘‘aggravate social unrest and de- 
lay the realisation of a self-supporting 
economy.” 


General MacArthur has indeed a 
strenuous road to travel. Hie understands 
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Labour Unions and the Emergency in Malaya 


It was the suspension of the labour 
movement in Singapore and Malaya 
which led! to the outbreak of the pre- 
sent emergency. As the Malayan Com- 
munist Party which dominated the 
labour movement was not considered, 
by the authorities on the spot and by 
the Imperial Government, co- 
operative as regards the establishment 
of post-war constitutional reforms, and 
the Government obtained proof of their 
intentions to cbstruct official efforts 
for realising changes for the improve- 
ment of general conditions in the 
country, the Pan-Malayan Federation 
of Trade Unions, the backbone of the 
MCP, was outlawed. Today, after over 
a year of guerilla fighting, mopping 
up, terrorism and sabotage, it appears 
to most observers, in Malaya and 
abroad, that the authorities misjudged 
the actual strength of the revolution- 
ary trade unions, their determination 
to see the issue through and the ex- 
tent of support on which they could 
count during the revolt, 


To appease labour is therefore the 
most vital matter now and without a 
success of this policy there camnot be 
any conclusion of the emergency. The 
problem however is formidable: the 
politically conscious workers cannot 
be expected to reform themselves into 
labour unions with the blessing of the 
Government only—and the figures as 
Officially revealed bear this anticipa- 
tion out: before the start of the emer- 
gency or the country-wide revolt the 
number of organised workers was 
nearly 150,000 but the present number 
of labourers as registered by authorised 
unions is only 40,000. Efforts are 
made to bring back to labour in 
Malaya unity and thus to establish 
conditions which may eventually lead 
to the termination of the state of 
emergency. That the influence of the 
MCP must be reckoned with goes 
without saying and it will therefore 
prove necessary to come to terms with 
the rebels and prepare a way—with or 
withcut loss of ‘face’—for conciliation 
and compromise. 


In the following article a special 
Malayan correspondent reviews’ the 
position of labour unions in his coun- 
try and describes the trend towards 
unity of workers. 

* * * * 


The most important aspect of or- 


ganised labour in Malaya today is the 
trend towards unity among the unions. 


only too well that Japan must become 
self-supporting as rapidly as possible 
and is obviously motivated to clear away 
any possible hindrance towards that 
end; and if the Japanese Government 
is wise 1t will not only support the 
measure, but will institute public under- 
takings in order to absorb the unem- 
ployed until such time as industry can 
take them in. 


The way events are shaping it is most 


likely that a Malayan Trade Union 
Committee will be established by 
August. When that happens, the 


Federation of Malaya will have a cen- 
tral body to speak on behalf of all 
workers and will have a direct link 
with Labour members of the Federal 
Legislative Council and trade union 
representatives on the important 
Labour Advisory Board. This Board 
considers all policy on matters con- 
cerning industrial legislation and re- 
commends action to: Government. 

Springing from a growing realisation 
of tha need for closer unity, the pro- 
posed Trade Union Committee will 
give trade unions in Malaya an op- 
portunity to combine together and 
build up the movement as one force 
and to provide a central group able 
to speak for organised labour on all 
questions of a social, economic or 
political nature at the highest level. 
Establishment of the Committee will 
end the feeling of isolation now ex- 
perienced by many of the small unions 
operating on estates and mines remote 
from towns, and often with a 
membership widely scattered in their 
own local areas. Such unions will feel 
they have scmething to belong to, that 
there is an organisation of their own 
to which they can turn, and that to- 
gether they will be able to play an 
active part in accelerating the develop- 
ment of trade union interests and con- 
tributing to the advancement of the 
country. 


If any proof of this is needed, it 
can be found in the initial reactions 
of unions to the proposal made for a 
Trade Union Committee. The pro- 
posals were sent to 160 unions, all of 
which have either already considered 
them or are about to do so at annual 
general meetings being held shortly. 
Those unions which have already re- 
plied to the Working Committee have 
given their endorsement. It may take 
some time yet before the process of 
getting all union branches to vote on 
the recommendations is completed, but 
it is expected that delegates will be 
meeting in Kuala Lumpur within the 
next two months to give official re- 
cognition to the new central body. 
The scheme has the approval of the 
Federal Government which +hrcugh 
the Chief Secretary stad in a letter 
to the Chairman of the Working Com- 
mittee, Mr V Mi. Meren: “Not cnlv 
does the Government accept the pro- 
posals, but indeed welcomes the setting 
up of this new trade union consultative 
machinery.” In addition, the Govern- 
ment has also authorised unions of 
Government employees to take part in 
the scheme, The British Trades Union 
Congress has also given its blessing. 
In a letter signed by the secretary of 
the International Department of the 
T.U.C., Mr. E.A. Bell, it was stated: 
“Such a development would _ greatly 
facilitate contact between your or- 
ganisation and the T.U.C., and would 


also be of considerable assistance in 

according international recognition to 

the Malayan trade union movement.” 
* * * = 


The proposals were developed by a 
Working Committee appointed at a 
conterence of trade union delegates at 
Kuala Lumpur in February this year. 
The Committee, which consisted of a 
Tamil, a Sikh, a Chinese, a Eurasian 
and a Malay, met three times to draw 
up proposals. The Committee was told 
by the Conference to examine the 
trade union position and see what 
could be done to establish closer con- 
tact between unions, as the lack of a 
central organisation made it impossible 
to work out a policy programme. This 
created a gap between the unions 
themselves and their representatives 
on the Federal Legislative Council 
concerned with presenting the views 
of labour to the Government, 

When the proposals are adopted, 
there will be established a Central 
Tracie Union Committee, elected an- 
nually either by a direct vote of a 
conference of all union delegates or by 
nomination from three Divisional 
Committees representing unions in 
geographical units. The Divisional Com- 
mittees will have a membership of 
nine. It is proposed that the unions 
will) be represented on these com- 
mittees on a group basis with estate 
and mining unions each holding two 
of the nine seats, unions of Govern- 
rhent employees another two, clerical 
unions one and two seats for all other 
unions. This proportion would be pre- 
served also on the Central Committee, 
the functions of which would be to 
co-ordinate the work of the Divisional 
Committees and to carry out the union 
policy as decided by the annual con- 
ference of trade unions. Safeguards are 
provided to prevent any attempt by 
the Divisional Committees to control 
the policy of individual unions. There 
will also be a third body, which will 
be in many ways the most influential. 
It is proposed that there should be a 
small Joint Trade Union Liaison Com- 
mittee, consisting of representatives 
appointed by the annual ccenference of 
delegates and others selected from the 
official labour groups on the Federal 
Legislative Council and the Labour 
Advisory Board. This Committee will 
be the means of communication be- 
tween the unions and the Government. 

The new central body will replace 
the former Communist-dominated Pan- 
Malayan Federation of Trade Unions, 
which disintegrated a year ago on the 
declaration of the state of Emergency 
in Malaya, its members vanishing into 
the jungle to begin a military cam- 
paign. The trade union movement in 
Malaya was severely shaken by the 
action of authorities and by the Com- 
munists, whole unions disappearing 
overnight as Communist officers fled. 
By the end of the year, however, the 
responsible democratic unions emerged 
in leadership of the workers of 
Malaya. Now, a little more than a 
year later these unions are moving 
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towards realisation of unity and to- 
wards building up a movement which 
can overcome the differences of race, 
religions and custom inherent in the 
quadrilingual society of Malaya. 
Union leaders have taken heart from 
the encouragement given by the 


British Trades Union Congress, the 
interest shown by British labour 
leaders in union developments in 
Malaya, and the offers of assistance 


they have made. The T.U.C. has now 
followed up by granting a Colonial 
scholarship for the training of a 
Malayan union leader for one year in 
the United Kingdom. With the help 
of the T.U.C., union spokesmen hope 
that they will be able to have the new 
central body in Malaya established in 
time to enable Malaya to join the new 
non-Communist World Federation of 
Trade Unions and to send her own 
delegates to attend the international 
conference at Geneva in October. 

It says much for the fundamental 
soundness of the new trade union 
organisations in Malaya that they can 
direct their energies to forming a 
central organisation, for the general 
situation of the unions is by no means 
comfortable and they have to bear 
burdens during the Emergency. The 
Trade Union Adviser, Mr. J. A 
Brazier, is however not worried about 
the present union position in Malaya. 
He says things are far less tense than 
they were six months or a year ago. 
He is not impressed by those who 
point cynically at falling membership 


figures, arguing that these are proof” 


of decay and collapse. What really 
matters, he says, is that the member- 
ship which remains should be strong 
and sound. With such a core, it will 
be comparatively easy for unions to 
expand when the Emergency ends or 
whenever the industrial need should 
arise. 


. * s * 


The state of Emergency in Malaya 
has inevitably had its effects on the 
trade union movement. More than a 
year ago when the Communists ruled 
the movement through the Pan- 
Malayan Federation of Trade Unions, 
they claimed a total membership of 
149,000, figures which were not sub- 
stantiated. After the outbreak of the 
revolt the situation was as follows:— 
By December there were 162 unions 


with a membership of 70,037. By 
February, the total membership was 
62,871 for 164 unions. Then a drop 


occurred, and the present position is 
that there are 160 trade unions in 
Malaya with a total membership of 
40,434. The reason for the sudden 
decline since February is that branches 
of the larger unions were checked by 
officers of the Registrar of Trade 
‘Unions. It was found that members, 
although carried on the books of the 
head office, had in fact fallen into 
arrears with their subscriptions and 
had ceased to remain members accord- 
ing to the rules of the unions. By the 
end of May, there were in addition 31 
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THE INTER-RACIAL FEUD IN MALAYA 
By Dr. Victor Purcell 


Before December, 1941, Malaya 
meant little more to the British public 
than “rubber and tin.” Then with the 
Japanese invesion, culminating in the 
tall of Singapore, the country came 
tragically into prominence. For three 
and a half years it was behind the 
Japanese iron curtain, and in Septem- 
ber, 1945, it was liberated. 


In mid-1946 it again “made _ the 
news” for a moment with the 
Malay demonstrations against the 
Union, receded once more into the 
background of raw material pro- 
duction, and again emerged into the 


lurid limelight in June last year as 
the setting for the jungle terror of 
the Communist bandits. 

There has, indeed, been much dis- 
cussion in Parliament and the press 
of Mialaya’s problems, but anyone 
relying exclusively on these sources for 
information is bound to have a dis- 
torted view of the truth. A main rea- 
son for this is that the case of the 


majority community of Malaya, the 
Chinese, has never been adequately 
stated in Britain, ' while the  anti- 


Chinese and pro-Malay factions have 
been most vocal, This means that mil- 
lions of Chinese under British rule or 
\protection are virtually without a 
voice in Britain, let alone representa- 
tion in its political institutions. And 


Dr. Victor William Williams Saunders Pur- 
cell, noted Chinese scholar, who studied in 
Canton, was for twenty-six years in the 
Malayan Civil Service, holding posts which ranged 
from Magistrate to Protector of Chinese, and 
Director-General of Information, Malaya, After 
the Occupation, as Colonel Purceil, he was prin- 
cipal adviser on Chinese affairs to the British 
Military Administration. 


unions waiting to be registered, These 
had an estimated membership of 5,457. 
The most recent unions to be formed 
and registered include three unions of 
teachers, one of forest workers and a 
third of Government hospital em- 
ployees. Of the 160 unions in Malaya, 
61 are trade unions of Government 
employees. 


Throughcut Malaya today the trade 
unions are. faced with unusually 
difficult circumstances. It would be 
easy for an outsider to assume that 
the drop in membership from 70,000 
in November to 40,000 in May means 
there is something basically wrong 
with the movement in Malaya. There 
are, however, several factors which 
must be considered when assessing the 
situation, There is the psychological 
factor. Since the Emergency, very 
few unions have formulated or 
actively pursued wage claims. There 
have been very few disputes. Up to 
the present there has been no attempt 
on the part of the employers to cut 
wage rates or to vary the_ conditions 
of employment, Therefore, the drop 


since, as the Communist bandits are 
liquidated, the real problem of Malaya 
will force itself more and more to the 
front, it is necessary that the nature 
of this problem should be clearly 
stated. 


s s s s 


The Straits Settlements (Penang was 
founded in 1786, Singapore in 1819. 
Malacca was obtained in 1824) rapidly 
prospered under a policy of free trade. 
The population was largely Chinese. 
But the Malay States of the hinter- 
land were in political decay border- 
ing on anarchy. British policy was 
opposed to intervention, but finally the 
situation became so bad that in 1873 
this policy was reversed. 

Perak, Selangor, Negri Sembilan, 
and Pahang one by one accepted trea- 
ties whereby the rulers agreed to ask 
for, and act upon, British advice on 
all questions other than those touching 
Malay religion and custom. In 1909 
Kelantan, Trengganu, Kedah, and Per- 
lis were transferred from Siamese to 
British suzerainty and with them and 
Johore similiar treaties were made. 

The result of the treaties was that 
order was established and the way 
opened for peaceful progress. But the 
development of the country required 
capital, and British capital was for 
long reluctant to come to Malaya be- 
cause of the lack of an adequate la- 
bour force. Finally, towards the end of 
the century, the tin industry was 
greatly expanded (largely by Chinese 
capital and labour) and for the new 
British-created rubber industry In- 
dian labour was obtained. 


in membership may spring from the 
absence of urgent demands which. in 
all countries having trade unions, not 
only build up and maintain member- 
ship but are also vital to the spirit of 
trade unionism itself. When there are 
no demands being made or con- 
templated, there is usually in any 
union in any country a slackening of 
interest. The sense of struggle is 
missing. There is another important 
factor—freedom of association. This 
is essential to the working of any 
union. Without meetings a union can 
hardly exist. In Malaya today meet- 
ings are possible in the large towns, 
as workers can get together easily 
after their day’s labour is done. The 
conditions brought about ‘by the 
Emergency do not impinge upon them. 
But meetings are not possible outside 
the towns, particularly in the rubber 
industry. There are also physical 
factors facing union officers. They 
cannot move about freely because of 
the Emergency. It is extremely diffi- 
cult to collect subscriptions or to 
maintain continuous contact with 
branch organisations. 
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The effect of the opening up of 
Malaya can be graphically expressed 
in terms of population figures. In 1911 
in a total population of 2,673,000 there 
were 1,438,000 Malays, 917,000 Chinese, 
and 267,000 Indians; by 1941 the 
Chinese had become the majority com- 
munity (2,379,000, as compared with 
2,279,000 Malays and 744,000 In- 
dians in a total population of 5,511,- 
000). The figures for the 1947 census 
were 2,615,000 Chinese. 2,234,000 
Malays, and 600,000 Indians in a total 
of 5,849,000. 


It will be seen that the effect of 
immigration had been to double the 
population in a few years and entirely 
to change its racial composition. Al- 
though the Malays had _ themselves 
Jargely been recruited by immigration 
of their fellow-Moslems from Java 
and Sumatra, Malaya was no longer 
essentially a Malay country. The 
Malays benefited with the other cdm- 
munities by the building of railways, 
roads and schools, where’ there had 
been none before, but they were ap- 
prehensive of the economic advance of 
the alien communities, especially the 
Chinese. 

The British administration identified 
itself almost exclusively with the 
Malays (nearly 90 per cent of the 
Civil Service are to this day unin- 
structed in the language and customs 


of the majority community, the Chi- 
nes>). 

Before the second wor!d war about 
one-third ef the Chines? were 
Malayan-born, but no_ steps were 
taken to encourage them to regard 
themselves first and foremost as 
Malayans, and they were therefore 
exposed to the propaganda of the 


Chinese Nationalists, who claimed all 
of Chinese race as Chinese. English 
education was restricted and the only 
education available for the majority 
of Chinese children was in Chinese 
(mandarin), which meant the teaching 
of nationalism, or, increasingly, of 
Communism. 


When in 1943 it seemed that Malaya 
might be liberated within a year or 
two the Colonial Office started plan- 
ning for the post-war Malaya. Un- 
fortunately, after the liberation a new 
Constitution was imposed on Malaya 
before the country had had time to 
consider and debate it. To the pro- 
posal of an equal citizenship for all, 


the Malays, who claimed a_ special 
position as “the indigenous people,” 
reacted with vigour, and they re- 


ceived strong support from the pro- 
Malay faction in Britain. The British 
Government, taken by surprise (and, 
one would hoid, imperfectly advised), 
at one yielded to this agitation and, in 
effect, asked the Malays alone to de- 
vise the Constitution they wouid pre- 


fer The task was handed over 
to the Sultans and a new Malay 
middle-class party called UMNO 


(United Malays Nationalist Organisa- 
tion), with a few British Officials 
acting as draftsmen. 
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ECONOMIC REPORTS FROM THE UNITED STATES 


By EF. Kann 


(Los Angeles) 


2 (Special to Far Eastern Economic Review) 


On July 11 President Harry Truman 
sent his mid-year economic message 
to Congress. Undoubtedly the gist of 
report was duly cabled into the wide 
world; possible some more details 
might be found in this resume. 

There were aktogether 11 specific 
recommendations in the message, the 
most important of which—though by 
no means unexpected—was abandon- 
ment by the President of his enhanced 
four billion dollar: tax plan. Oppos- 
ition to this scheme was too thorough 
in both Legislatures to enable the 
smooth passage of the proposal. The 
main points of President Truman’s re- 
port were these:— 


When the Constitution was drafted 
the opinions of the other communities 
were sought, but, in spite of strong 
criticism from the Chinese, a Federa- 
tion which was substantially the one 
proposed by the Malays was brought 
into being in place of the Malayan 
Union. Whereas under the Malayan 
Union proposals citizenship was auto- 
matic for permanent residents, re- 
gardless of race, under the Federation 
only those Chinese whose father and 
mother had both been born in the 
Federation were automatically citizens. 

Since the Federation was created on 
February 1, 1948, power has been very 
rapidly transferred from the British 
to a section of the Malays, and the 
former can no longer hold the scales 
between the communities as they used 
to do. It is obvious that the present 
federal Constitution is unacceptable to 
the Chinese (and to many others who 
object to the exclusion of Singapore 
or to the inclusion of Penang). In 
effect what the British have done is 
to dig a trench-line between the 
Malays and Chinese, and the tendency 
of ignorant British feeling is to class 
all Chinese as Communists. (What 
stupidity thus to multipy one’s enemies 
five-hundredfold! ) 

If the feud between the races is not 
cured it will become a running sore 
eating out the vitals of Malaya. A 
Royal Commission is urgently called 
for to act as arbitrators between the 
communities. There are no irreconcil- 
able differences, and Malay peasant 
and Chinese squatter can equally be 
safeguarded. The problem of this 
plural society is, however, greater 
than in Switzerland or Canada because 
the races are largely intermingled. 

if the British do not succeed in 
creating a settlement in Malaya the 
initiative may well pass to the Com- 
munists. The latter are at present al- 
most entirely Chinese, but equality of 
the races is the main plank in their 
platform, and they might in certain 
circumstances conceivably persuade 
large numbers of Malays and Indians 
that they mean what they say. 


(1) Repeal of taxes on transporta- 
tion of goods. Liberalise the provisions 
for carry-over of losses by corpora~ 
tions; increase estate and gift taxes, 
in order to cover the loss of jncomée 
from freight taxation. 

Many parties consider the abolition 
of transport taxes (also on passenger 
tickets) as an anomaly. They pretend 
that. when these levies were originally 
instituted, it was Jess for the purpose 
of creating new revenue, but more to 


prevent unnecessary burdens on 
America’s transportation system, 
which was then expected to handle 


war goods and_ service personnel. 
Since the cause for the levy has dis- 
appeared, the taxes in connection 
therewith also ought to be abolished. 
In fact, it is thought that the removal 
of these obsolete taxes (without raising 
gift and estate dues) would be likely 
to stimulate business and thus pay for 
itself. 1 

(2) Extend the time limit on loans 
to business by the Reconstruction Fin- 
ance Corporation. 

Commenting thereon, the Los Angeles 
Times opines that business ought to 
get capital not by borrowing from the 
RFC, but by seeking private invest- 
ment funds; and RFC loans should pro- 
bably be curtailed, not expanded, RFC 
has made many unsound loans. and 
Congress cught “to demand the liqui- 
dation of this agency which was built 


on an emergency which no longer 
exists. 
(3) There should be study of in- 


vestment and development needs and 
market opportunities in an expanding 
economy, 

(4) An improved farm income sup- 
port plan. 

While approval by Congress of this 
provision is certain, account is likely 
to be taken of the many defects of the 
existing Brannan farm plan. 


(5) Minimum wages for workers 
should be increased to a minimum of 
75 cents an hour. 

House Speaker Rayburn (D. of 


’ Texas) expects that such a bill will 


be passed. Many others point to the 
boomerang which increased wages 
must bring in their wake, thereby 
stifling competition. 

(6) Revise unemployment insurance 
by increasing benefits and widening 
coverage. 

(7) Extend for one year the 
veterans re-adjustment allowances in 
cases where veterans are not protected 
by state unemployment benefits. 

(8) Raise benefits for old-age as= 
sistance and improve the public as- 
sistance program, 

(9) Enact legislation for advance 
planning (both federal and state), for 
public works and acquire sites for use= 
ful projects, 

(10) Provide technical aid to de- 
velop the world’s backward areas and 
encourege foreign investment. 


72 


By the way, and aside from the 
solemnity of the cccasion, if you want 
to find a definition for “backward na- 
tions”, well. I heard this one: A back- 
ward country is such as has not yet 
asked America for a loan. 

(11) Seek the restoration 
reciprocal trade agreements 
bolster world trade. 

President Truman in his message 
points out that there is no need for 
crisis action, because America’s econo- 
my is still healihy and strong. “Our 
people insist upon the maintenance of 
Prosperity, and will not tolerate a de- 
pression,” asserts genial President 
Truman in his message to Congress. 

In bowing to a temporary deficit 
spending policy to head off depression. 
he canceled his original call for a 
$4,000,000,000 tax enhancement. Mr. 
Truman pledged every effort to econo- 
mise and to restore the budgetary 
balance at the earlies: possible time. 

In general the message was cal- 
culated to re-assure business. How- 
ever, the New York Stock Exchange 
displayed no reaction either way, find- 
ing that the report contained but little 
in the way of unexpected news. 


of the 
pact, to 


Official Figures Showing ‘Business Drop 

According to a message from Wash- 
ington the following details represent 
a breakdown of the economic situa- 
tion which President Truman _ sub- 
mitted to Congress: 

Unemployment: averaged 3,200,000 
during the first six months of 1949, an 
increase of about 1,000,000 when com- 
pared with the first semester, 1948. 

Prices: There was a drop of 9% from 
August, 1948, wholesale prices (peak); 
but consumer prices are down only 
3% in the same period. It is interest- 
ing to learn .that consumer prices 
still are 70% higher than prewar, and 
25% above OPA levels. 

Wages: Average weekly take-home 
pay in manufacturing industries fell 
from $55.01 last August to $53.08 in 
May, 1949. Since this decline about 
equals the drop in the cost of living, 
real income remained almost the same. 

Profits: are down, with the small 
corporations hardest hit. lin the last 
quarter of 1948 corporate profits be- 
fore taxes were running at an annua! 
rate of $34,700,000,000; now they are 
down to $27,200,000,000, a decline of 
22%. 

Farm Income: is about 
first semester of 1948 

Production: is lower by about 142% 


&% below 


over-all. However, industrial produc- 
tion as such has fallen much more 
rapidly, and by June it was 13% off 
from last autumn’s peak 

Business investment: is sharply 
lower, namely to the extent of 26% 


from the height of last fall. principally 
business started lowering inves'tories. 

Credit: Credit conditions remained 
easy; they became an_ element of 
strength against depression. Despite 
abandoned controls instalment credit 
as only half as fast as in 
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American Bank Earnings, 
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The following results were obtained by U.S. banking institutions for 


the half-year ended June 30, 1949: 


National City Bank of New York ... 
Chase National Bank 
Guaranty Trust Co. of New York .... 
Chemical Bank & Trust Co. 
Bankers Trust Co. 
Bank of Manhattan 
ds PeONbOr gan Oe" CO. ssi save coteiats: vestetetets 


Public National Bank & Trust Co. 
Oil Dividends. 
Thanks to a study prepared by 


Joseph A, Pogue and Frederick G. Co- 
queron, of the Chase National Bank. 
comprising the doings of the 30 larger 
oil concerns of America, very interest- 
ing material has been tabulated. Cash 
dividends paid by those 30 oil com- 
panies in 1948 aggregated $471,000,000, 
which was 11% more than in 1947 
and some 72% more than the 1942-46 
average. Yet disbursements to stock- 
holders were only about 25% of avail- 
able earnings. The balance of these, 
viz., $1,406,000,000' was re-invested in 
the business. 

In the course of 1948 the 30 oil 
companies referred to expended for 
plant, property and facilities in 1948 
$2,591,000,000 which brought the total 
investment here and abroad to $16,- 
820,000,000. 

The large new plant investments 
enable the 30 concerns to easily meet 
all demands in prospect, owing to 
their expanded capacity. The compilers 
estimated that some $21,700,000,000 is 
invested in property, plant and equip- 
ment of the oil industry of the United 
States. According to their calculations 
some $5,400,000,000 was spent by the 
industry in 1947/48 for new facilities 
and that the investment is distributed 
55% in production, 19% in refinery, 
14% in transportation, 12% in market- 
ing and 2'% in general facilities. 


Meat Packers. 


In former years the notion of “meat 
packer’? was synonymous’ with great 
riches. Recently the large meat pack- 
ing concerns ,. displayed unfavourable 
financial results. 

Armour & Co. departed from its 
usual practice by issuing a mid-year 
report, instead of annual statements 
only. Business results for the 6 months 
ending April 30, 1949, were represent- 
ed by a loss of $6,512,000. The net 
loss for a similar period a year ago 
was $1,756,131. 

Total income for the 6 months period 
this year was $928,336,221, compared 
with $880,405108 a year ago, However, 
costs run to $934,848,885 and $891,- 
161,239 in the two periods, leaving a 
loss before tax credits of $6,512,000 
and $1,756,131, respectively. Tax cre- 
dits were $3,871,138 this year and $1,- 
144,223 a year ago. 


1949 1948 
Per Per 
Earnings Share Earnings Share 
- $10,120,342 $1.63 $10,339,103 $1.67 
$1.23 $1.06 
$ 9,405,100 $9.40 $ 9,181,828 $9.18 
$ 3,560,484 $ 3,689,645 
$ 4,569,793 $1.52 $ 4,890,487 $1.63 
$ 2,503,380 $1.- $ 2,757,169 $1.38 
$ 1,461,741 $7.31 $ 1,787,157 $8..90 
.$ 1,228:986 $2.23 $ 1,278,178 $2.32 
President Specht states that price 
declines affected the company very 
severely, and the inventory losses it 
had to absorb were substantially in 


excess of the net loss reported. He 
added that inventory losses had run 
20 to 25% on choice beef, 20 to 35% 
on hides, and as high as 40 ‘% on 
sliced bacon, dry salted pork, lard and 
cottonseed oil. Tallow prices declined 
59%. 
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REVIEW OF THE TRADE OF THE FAR EAST 


EXTERNAL FINANCIAL 


AID A MAJOR FACTOR 


IN POSTWAR 


TRADE OF FAR EASTERN COUN TRIES — RETARDATION BY CIVIL 
STRIFE AND ECON OMIC DISLOCATION 


BY MICHAEL LEE 


(Chief, Far Eastern Branch, Office of International Trade, 
U.S. Department of Commerce) 


While the economies of the war- 
devastated countries of Western Europe 
have shown considerable improvement 
since the end of the war, continuing 
civil strife and intensified political con- 
fijct in most of the Far East? have not 
only impeded the economic recovery of 
the region but have contributed to the 
further economic deterioration of much 
of the area. 

The high cost of maintaining armies 
and prosecuting civil wars has put ad- 
_ ditional burdens on the already over- 
taxed financial resources of Burma, 
China, Indochina, and _ Indonesia, in 
particular. Other countries that expe- 
rienced political instability were com- 
pelled to supplant their needs for 
commodities for use in agricultural and 
industrial reconstruction by military re- 
quirements. All countries suffered ex- 
tensive damage as a result of the war or 
of Japanese occupation, and their agri- 
cultural and industrial production in 
general is still far from prewar levels 
of output. 

As a consequence, an acceleration of 
budgetary deficits, increased tempo of 
inflation, over-valuation of domestic 
currencies, and genera] economic stag- 
nation have characterized most of the 
region. These factors, together with 
the rising pressure of population on the 
means of subsistence, disruption of 
world trade channels, inconvertibility of 
currencies, plus universal shortages of 
hard currencies, adversely affected the 
revival of foreign trade in the Far East. 


*For the purpose of this articie the 
Far East consists of: Burma, China 
(including Manchuria and Formosa), 
French Indochina, French Oceenia, 
Hongkong, Indonesia, Japan, South 
Korea, Malaya, the Philippine Republic 
and Siam. 


All postwar statistical data used in 
this article are derived from official 
sources of the respective countries but 
are provisional in nature and should be 
interpreted as preliminary rather than 
final figures. Political dislocations in 
many of the countries have made it im- 
possible to obtain detailed statistical cov- 
erage of the area. In only a few coun- 
tries have statistical services been re- 
stored to prewar levels. As qa result, suf- 
ficiently accurate and detailed data are 
not available to estimate satisfactorily 
the over-all physical volume of Far 
Eastern trade, to convey the trade pat- 
tern of the region by detailed com- 
modity breakdowns, or to show the 
trade by all sources of supply and by 
destination of shipments. Consequently, 
without complete data on physical 
volume, the available trade statistics 
can be used to express value of trade 
only. Because of inflated postwar prices 
and lack of volume figures for all 
commodities entering into the trade of 
the region, it is impossible to make 
valid quantitative comparisons between 
prewar and postwar magnitude of trade. 

Becavse of the detachment of For- 
mosa, Korea, and Kwantung from Japan 
as a result of the Japanese defeat, com- 
parisons of prewar and postwar trade 
statistics of Japan and China are net 
strictly comparable, in consequence of 
the geographic changes. 

No statistical information is available 
for the trade of Manchuria, North 
Korea, and the foreign-trade relations 
of these two areas with the U.S.S.R. 
To further complicate the picture, trade 
figures of China relate only to the 
Government-controlled areas and do 
not include trade of the Communist- 
dominated territories of North and 
Central China. Also, the development of 


large-scale smuggling trade among 
various countries of the region, particu- 
larly between Japan and Korea; North 
China and Korea, Indonesia and Ma- 
laya, and traditionally China, Hongkong, 
and Miacao, together with the existence 
of the trans-shipment ports of Hong- 
kong, Singapore, and Macao, greatly 
complicates the analysis of the present 
trade statistics of tie countries of the 
area. 


In addition, the statistical tables do 
not incorporate the significant volume of 
imports purchased for the use of Amer- 
ican military personnel in Japan and 
Korea and purchases made for Govern- 
ment accounts in the areas stricken by 
civil strife where considerable amounts 
of military equipment and provisions 
were imported for the use of metro- 
politan and other armed forces. This 
lack of complete statistical coverage 
should not be interpreted, however, as 
impairing the general conclusions of the 
report. 


Magnitude of Foreign Trade 


Prior to the Pacific war, the Far 
East occupied an important role in the 
merchandise trade of the world. In 
1987 the aggregate value of the foreign 
trade of the region amounted to $7,092,- 
000,000 or more than 13 percent of the 
total global trade (table ‘1). In 1946 
the total value of the Far Eastern trade 
amounted to only $3,302,000,000, or less 
than half that of 19387. Considerable 
recovery was registered in 1947, how- 
ever, when the total figure reached 
$5,607,000,000, and in 1948 it achieved 
the highest postwar mark of $7,106,000,- 
000. Although in 1948 the total value 
of the foreign trade of the Far East 
had not only recovered to the prewar 
level, but had slightly exceeded that of 
1937, nevertheless in physical volume 
the trade of the area was substantially 
less than before the war. This recovery 
in the value of total trade is explained 
by tremendous rises of imports to the 
area, particularly in the 2 years imme- 
diately after the war; exports from 


TABLE 1.—Foreign Trade of the Far East, 1937 and 1946-48" 
(In thousands of U. S, dollars) 


Country 


PROPOR PY GF WOSG secre emtovteic ow iret ee ssiernia'tin 


French Indo-China... 
French Oceania ¢ 
Hong Kong. 
Indonesia. 


Malaya. aa 
Philippines. - 
Siam 


2? All exports are on an § o. b. basis, «nd imports except for the Philippine Islands 
are on ac. i. f. basis; exports include reexports; bullion and s 


Exports | Imports | Total 


3, 419, 931 
88, 999 


627, 848 
6 


922 | 4717, 598 
44, 310 


, B58 
57, 012 


cie transactions are ex- 


Total 


1948 
emo ao [ae 


$8,123 144, also includés ECA imports in 1948 amounting to $119,723,000; 1948 imports 


from Economic Aid to China Report, ECA, February 1949. 
5 Estimated. 
€ Includes New Caledonia, 


cluded; data are on a calendar year basis except as follows: Burma for period Apr. 1, 
1937-Mar. 31, 1938, and year erded Sept. 30 for 1946-48, es 1946 represents the period 
Sept. 1, 1945-Dee. 31, 1946, and Siam, the period Apr. J, 1937-Mar. 31, 1938. 
Private trade only. 
3 Includes prewar trade of Fermosa and Manchuria; however, postwar trade of Man- 
cburia is not available and Formosa is inclyded as part of China. 
4 Includes UNRRA imports as follows: 1946, $157,027,733; 1947, $168,903, 162, end 1948, 


7 South Korea in 1046 48, government trede only Imports for 1947 and 1948 do not 
inelude F. L. C, impetts ($15,482,142 in 1047 ane $9,445,454 jn 1948). 
# Annual Economie Review, China, 1948. Shanghai. 


Source: Foreign Trade of each country except as noted. 
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the region, however, are stil] lagging 
substantially behind the prewar level. 
The physical volume of both exports and 
imports is still well below prewar 
levels—a fact that is likely ito be 
obscured because of the high value 
figures. In relation to total world trade, 
however, the position of the Far East 
declined considerably in 1946-48, re- 
presenting only 4.9 percent, 5.7 per- 
cent and 6.7 percent of the total 


world trade as compared with 
13.4 percent in 1937. The decline 
in relative position of the Far 


Bast was due to general increase in 
the value of total world trade, an ex- 
pansion in which the Far East did not 
participate because of slow recovery 
of exports and inability to pay for a 
high volume of needed imports. 


In 1937, the region exported $3,672,- 
000,000, or 14.5 percent of the total 
world exports. The postwar decline in 
éxports from the area is indicated by 
the following figures: $1,082,000,000 in 
1946, $2,083,000,000 in 1947 and $2,922,- 
000,000 in 1948, or only 3.3 percent, 4.2 
percent, and 5.7 percent of the total 
world exports, respectively. Exports of 
the area in 1946 amounted to only 30 
percent of the prewar level and _ re- 
covered to 56 percent in 1947, while in 
1948 they reached 80 percent of the 
total value of 1987 exports from the 
Far East. 


Imports in 1937 amounted to $3,420,- 
000,000, or 12.5 percent of global im- 
ports. While the postwar role of the 
region in the import trade of the world 
has decreased considerably since 1937, 
nevertheless imports into the Far East 
have demonstrated a considerable de- 
gree of recovery. T'his high level of 
imports does not reflect recovery of the 
economy, however, but is due to receipt 
of external financial assistance. The 
annual imports of the area amounted 
to $2,220,000,000 in 1946, $3,574,000,000 
in 1947 and $4,184,000,000 in 1948, or 
6.3 percent, 7.2 percent, and 7.6 per- 
cent of the world import trade for the 
same periods. The more rapid rate of 
recovery of imports than of exports is 
ghown by a comparison of the two. 
Although the 1946 imports constituted 
only 65 percent of the valu2 of imports 
of 1937, in 1947 and 1948 they amounted 
to 105 and 122 percent of the imports 
of the base year 1937, respectively. The 
corresponding percentages for recovery 
of exports are 30 percent, 56 percent, 
and 80 percent for the years 1946-48. 

World prices of foodstuffs, consumer 
and producer goods, and capital equip- 
ment advanced more napidly than the 
prices of almost all principal exportable 
commodities of the Far Eastern region. 
The prices of imported commodities in 
the immediate postwar period were in- 
fluenced by world shortages and com- 
petitive demand for the same type of 
goods among the countries of the world 
affiicted by the war and those countries 
whose industries were dislocated to such 
an extent that they became dependent 
nmpon outside sources of supply. On the 
other hand, the smaller rises in prices of 
exportable raw materials from the Far 
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East in general, as compared to imported 
manufactured goods, were due to imme~- 
diate postwar decline in the demand for 
such raw materials among the Euro- 
pean and Japanese industrial consumers. 
Another factor that has affected ad- 
versely prices and demand for some Far 
Eastern products has been the develop- 
ment. of synthetics such as rubber, nylon, 
and rayon. With the gradual recovery 
of industrial activities in Europe and 
Japan in the vast year, however, there 
has been an increased demand for 
mineral and agricultural products of the 
Far East, which has resulted in some 
improvement in prices for these com- 
modities. This increase in prices has 
narrowed the previous price discrepan- 
cies considerably in the past year. 


Adverse Balance of Trade Financed 
by Foreign Aid 


Before ‘the Pacific war the merchan- 
dise trade of the Far Eastern region as 
a whole was characterized by an excess 
of exports over imports, enabling the 
region to enjoy a favourable balance of 
trade, which in 1937 equalled $252,- 
000,000. The war and its after-effects 
radically changed this situation, so that 
the balance of trade has become highly 
unfavourable to the region. In 1946 the 
visible trade of the area showed a deficit 
of $1,138,000,000, which rose to $1,541,- 
000,000 in 1947 and declined to $1,263,- 
000,000 in 1948 (table 1). This shanp 
change in the balance-of-trade picture 
in postwar years directly refiects a 
marked decline in the volume of exports, 
and an increased dependence of the re- 
gion on foreign imports. 


Only a small part of these huge de- 
ficits has been met through current re- 
ceipts and by drawing upon accumulat- 
ed balances. The major portion of the 
deficits was financed with funds pro- 
vided by the United States, the United 
Kingdom, and other Western nations. 
The various types and amounts of fin- 
ancial aid received by the Far East 
since the war are summarized in table 
2. Out of a total of more than $6,367,- 
000,000, only part of the over-all finan- 
cial assistance was utilized directly for 
meeting foreign trade deficits. The bal- 
ance was earmarked for rehabilitation 
and reconstruction and for military 
expenditures. 


The slow recovery of production due 
to continuing .civil disorder in many of 
the countries, together w-th the large- 
scale imports from the United States, 
resulted in a_ scarcity of foreign ex- 
change in general and United States 
dollars in particular in the region as a 
whole. The decline of imports into 
China, Japan, and Korea in 1948 was 
not due to a decrease in demand for 
imported goods, but rather to the 
financial inability of those countries 
to pay for the merchandise needed. The 
situation is further complicated by lack 
of free convertibility of currencies and 
by. continued inflation, which is parti- 
cularly severe in China. The difference 
of price-exchange parities because of 
overvaluation of currencies has result- 
ed in gaps between internal and ex- 
ternal prices of goods, which not only 
affected the prices of exportable com- 
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modities but caused the decline of for- 
eign trade in general. 


In order to utilize limited foreign- 
exchange resources to the best advan- 
tage, various forms of restrictive trade 
measures such as exchange controls, 
export and import controls, licensing 
systems, and other forms of trade re- 
gulations were established throughout 
the region. The import controls are 
particularly rigid in their application 
to imports from the dollar areas. Pur- 
chases by most of the countries in the 
Far East from dollar areas are confined 
to essential consumer goods, raw mate- 
rials, and capital equipment for recon- 
struction. 


The various countries of the Far. East 
are attempting to direct exports to 
hard-currency areas in order to in- 
crease dollar receipts. An additional 
method used to conserve dollar ex- 
change is the diversion of imports from 
dollar areas wherever possible to the 
soft-currency countr-es; particularly is 
this true among the countries of the, 
Far East that are members of the ster- 
ling area. 

To meet the problem of lack of con- 
vertibility of currencies, the countries 
of the Far East have resorted to a 
variety of trade arrangements, not only 
among themselves but with the coun- 
tries of other’ regions of the world. 
These types of trade pacts range from 
multilateral trade and clearing ar- 
rangements to simple bilateral deals. 


Intraregional Trade Declines in 
Importance 


Considerable change of direction of 
trade has occurred since the end of the 
war, intraregional trade having declin- 
ed in importance while the United 
States has become the chief participant 
in the total trade of the region. In 1937 
the intraregional trade of the area ac- 
counted for 48 percent, or almost. half 
of the total trade of the area (table 3). 
Forty-five percent of the value of ex- 
ports and 51.0 percent of the value of 
imports consisted of intraregional trade 
among the Far Eastern countries. In 
1946, however, intraregional trade de- 
clined to little more than one-fourth, or 
26.3 percent, of the total trade, al- 
though it rose slightly in 1946 to 29.2 
percent of the total trade of the area. 
Corresponding declines in intraregional 
pone and exports are shown in 
able 3. 


The decline in importance of the in- 
traregional trade is due largely to a 
substantial decrease in the rice trade 
of the area and to Japan’s reduced in- 
dustrial capacity and loss of empire as 
a result of the war. This loss reduced 
Japan from the position of a self-sup- 
porting nation to an economic depen- 
dency of the United States. Before the 
war, Formosa, North China, Manchuria, 
and Korea in particular, as well as 
other Asiatic countries, depended upon 
Japan as a market for agricultural pro- 
ducts and raw materials, while in pay- 
ment Japan provided consumer goods 
and industrial equipment. 

_The United States occupied the prin- 
cipal role in the extra-regional trade of 
the area in 1937, accounting for 18.5 
percent of the total! trade, or 20.2 per- 
cent of the exports and 16.7 percent of 
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TABLE 2.—Grants, Credits, and Loans Extended to the Far East in the Postwar Period? 
[U. 8. dollars] 


Country and item 


——— 


Grants, eredits, and loans 


Extended 4 Utilized 


Cotates....kee. 


Malaya. x. sscsacai2..2 


Grant by United Kingdom for war damage and war-risk insurance... _- 
Commitment by United Kingdom to back local government for same 


Grant by K. (Colonial Development and Welfare Fund)........__. 
Gift by British taxpayers toward foundation of University of Malaya. 
Grant by. U. K. to cover direct internal expenditures 


‘Siam... 


Credit by Australia—Surplus property, 1946... 
Commodity loan by Canada, 1945..__ 
Commodity loan by Sweden, 1946__. 
Grant by U. S.—Military civilian supplies 
Economic Cooperation Administration. 


Burma... 


Deficit of balance of trade:made up by France, 1948._.......-......... 
Loan by France, for reconstruction of war-damaged industries. by 
Federal Treasury. 


Loan by France, for industrial purposes, guaranteed by Federal 
Treasury. 


Grant by U. S.—Lend-Lease...... .. 
Grant by: U. S.—Government and re 
UNRR 


lief in occupied areas... - 


Loan iad Export-Import Bank. 

Credit by U. 8.—Surplus property. 
Credit by U. S.—Merchant ships. --. 
Credit by U. S.—Lend-lease pipe line. . 
Commodity loan by Canada____.. 

Credit by three Canadian banks. 
Grants and loans—ECA 
Grant by U. 8.—Special military ai 


LS 


rene by U. S.—Government and relief in occupied areas and EROA 
‘und. 

Aid extended through coal shi; 
Military stock transfers. __--- 


Credit by U. S.—Surplus property-. - 
ON RAMS ie ce Pee 


ipments from Japan-. 


mapawand Ryukvu lslands-c. 2225.82.05. d0lec. vs acl Dicnsscsetnedesecce 
Grants by U.-S.— Government and relief in occupied-areas. - 
Grant by U. S—EROA fund 


Loan by Export-Import Bank and private banks in U. S_- 
Credit by U. S.—Surplus property. 
Grant by U. 8. Red Cross_-.-...--.-- 

Credit by U. 8. C. C. commodity program 
Military stock transfers 


Philippine Republic. .....-...-. 


Loan by Reconstruction Finance Corp., 1946. .-..._..---..--..--.----. 
Loan by International Bank for Reconstruction and Development, 1948 
el ine Rehabilitation Act of 1946_. = 


Do. 
UNRR 
Grant by U. S. ent 
Credit by U. S.—Surplus property 


Hong Kong. .--.....-. 
Grant by U. K. (Colonial Development and Welfure Act)......... -.. 


41 Complete statistics on aid extended and on utilization are unavailable. Totals rep- 
resent reported credits and utilization asenumerated. United States grants, 
credits extended or utilized through September 30, 1948, except as noted; other countries, 


as ‘indicated. 


" 


a 25, 000, 000 21, 215, 270 


(728, 986, 592) 728, 986, 592 
45, 000, 000 41, 193, 830 
517, 800, 000 517, 800, 000 
*66, 793, 750 80, 626, 331 
(79, 081, 782) 79, 081, 782 
(16, 387, 120) 16, 387, 120 
(51, 060, 000) 51, 060, 000 
60, 000, 000 60. 000, 000 
12, 800, 000 n. a. 
275, 000, 000 119. 700, 000 
125, 000, 000 n. a. | 
**425, 500, 000 | 434, 000, 000 
359, 000, 000 337, 800, 000 
(30, 000, 000) 30, 000, 000 
, 000, 11, 000, 000 
25, 000, 000 24, 935, 007 
(546, 311) 546, 311 
60854322080 | hee seca ea 
1, 343, 258, 921 978. 067, 77° 
75, 000, 000 na 
60, 000, 000 n. a. 
16, 162, 746 13, O81, 756 
(12, 558) 12, 558 
= 200, 000, 000 192. 251, 055 
aS nN. a. n. a, 
APs 771. 011, 995 n. a. 
75, 000, 000 70, 000, 000 
15, 000, 000 n. a, 
400, 000, 000 77, 903, 616 
120, 000, 000 15, 188, 673 
100, 000, 000 100, 000, 000 
(7, 699, 820) 7, 699, 820 
(46, 345, 615) | 46, 345, 615 
966, 560) 6, 966, 560 
(6, tale D | 
4, 030, 000 n. a. 


6, 367, 572, 406 


nm 


4, 347, 763, 738 


303, 265, 560 
40, 300, 000 
141, 050, 000 


2, 023, 060 
33, 247, 500 


28, 210, 000 
34, 255, 000 
24, 180, 000, 


272, 460, 000 
62, 700, 000 
9, 100, 000 
650, 000 

1, 600, 000 


n, a. 
4, 105, 731 
59, 500, 000 


4, 868, 000 4, 444, 000 
eo ees 
1, 977, 909, 244 n. a: 


n, a. 


ans, and 
$0.30; 1 florin= $0.38. 


£10,000,000 actual grant. 
£35,000,000 actual commitment, 


£502,000 actual grant. 

£8,250,000 actual loan; £4,400,000 actuaNy utilized. Financial aid 
for rehabilitation of the tin industry. 

£7,000,000 actual grant. 

£8,000,000 actual gift. 

£6,000,000 actual grant, of which £1,000,000 to be used for expendi- 
tures for the [mperial Forces in 1948 and 1949. 


50,000,000 rupees actual loan, Repaid in full. 


FI. 800,000,000 actual credit. 717,000,000 authorized through le- 
cember 1947. 
eee through December 1947. 


0. 
Utilized through March 1948. 
10,000,000 kroners actual loan. 


Utilized through Dee. 31, 1948. 


eee! actual credit, £15,000,000 utilized through November 


Financial agreement on revolying basis, not to exceed £18,375.000. 


£10,900,000 utilized, actual deficit. 
£10,000,000 actual loan. Repaid in full. 


1,186,000,000 piastres, actual deficit. 

For aid in the reconstruction of agriculture, commercial and other 
enterprises which suffered damage due to the effect of the war, 
utilized through Deeember 1948, 

Utilized through Deeember 1948, 


Jutilizea as of Dec. 31, 1948, 


* Authorized in the postwar period. 


Amount actually shipped through Dee. 1948, 


Total aid and relief supplies reported delivered through 1948, 


Aid extended is for U. S. fiscal years 1946-49, aid utilized tinpotts 
through 1948. 


**Presumably other aid not reported must have been estended if 
Korea has utilized @ total aid reported as $434,000.00 


Aid extended is for U.S. fisca] years 1946-49. i 

Aid extended is for U. S. fiscal year 1948-49, Aid partially ulitized 
in 1948, 

Loan for purchase of fibers. Largely utilized by end of 1948. 


Considerable quantities of military stocks were transferred to 
Japanese economy. 


For budgetary purposes. 

For hydroelectric projects. 

For war-damage claims. : 
For restoration of public property and serviees, 
For surplus property. 


£1,000,000 actual grant. for rehabilitation. 


n. 8.=not available. 


Note: Conversions made at the following rates: £1=$4.03; | piastre =$0 0637; } rupee= 


76 


FAR EASTERN ECONOMIC REVIEW 


the imports of the area. In the three 
postwar years 1946-1948, the United 
States has maintained an uninterrupt- 
ed leadership in the foreign trade of 
the Far East, participating to the ex- 
tent of 43.1 percent in 1946, 39.5 per- 
cent in 1947, and 29.3 percent in 1948. 
In 1946 for the first time in the history 
of the Far East trade, the United States 
occupied first place among the princi- 
pal buyers of Far Eastern products 
when it purchased 34.3 percent of the 
value of regional exports. In the sub- 
sequent 2 years, however, the United 
States share declined greatly and by 
1948 was only slightly above the 1937 
level. 

One of the most striking changes in 
the postwar pattern of trade is the 
dominant position of the United States 
as a source of exports to the Far East, 
due to inability of other traditional 
prewar suppliers to produce for export. 
In 1946 and 1947, the United States al- 
most tripled the value of exports over 
the 16.7 percent of the exports taken 
by the area in 1937. The ability 
of the United States to supply and 
finance imports of goods formeriy pur- 
chased intraregionally or from Europe 
explains in part this major trade dis- 
location. Although the percentage of 
United States exports to the Far East 
in 1948 ig stilt more than double that 
of 1937, return to a more normal pat- 
tern is indicated by the drop from 48.0 
percent in 1947 to 34.1 percent of total 
imports of the area in 1948. 

Industrial dislocation among the 
countries of continental Europe and 
the United Kingdom, coupled with the 
economic deterioration of the Far East, 
altered the position of the major pre- 
war participants in Far Eastern for- 
eign trade during 1946 and 1947. Asa 
result of substantial economic recovery 
by 1948, however, continental Europe 
had exceeded its prewar share of pur- 
chases from the Far East but had not 
quite recovered its relative share in 
sales to the Far East. The United 
Kingdom not only made a_ rapid re- 
covery in its prewar position as a prin- 
cipal outlet for Far Eastern products, 
but exceeded considerably its prewar 
relative importance as a purchaser 
from the region. It should be remem- 


bered, however, that prewar leveis of 
trade have not been attained and that 
the percentages shown in table 3 mere- 
ly indicate relative shares of the parti- 
cipants. 


Principal Postwar Exports 


Prior to the Pacjfic war, the Far East 
traditionally supplied world markets 
with a diversified number of raw mate- 
rials, agricultural and forestry pro- 
ducts, and a limited variety of indus- 
trial goods. As a result of the war and 
general decline of industrial production 
in the Far East, the composition of ex- 
ports became less diversified, and the 
relative importance of individual com- 
modities shifted considerably. Except 
for rubber and copra, the production of 
major prewar exportable goods has 
lagged. 

Since the end of the war, rubber has 
ranked first in value among tht leading 
export commodities of the Far East de- 
spite the low level of rubber prices 
(table 4). Although the position of rub- 
ber in relation to other exports has in- 
creased considerably from 13.2 percent 
in 1937 to 30.4 percent in 1946 and 21.7 
percent in 1947, the value and volume 
of shipments in 1947 were, respectively, 
only 92 and 91 percent of those of 1947. 
In 1948, however, the physical volume 
of rubber exports rose to over 1,500,000 
metric tons, surpassing the 1937 level 
by 23 percent, and preliminary estim- 
ates indicate that the value figure will 
reach close to $550,000,000 and surpass 
the 1937 value by approximately 15 
percent. 

The continuing postwar demand for 
vegetable oil in world markets, to- 
gether with speedy recovery of copra 
production in Southeast Asia, has 
greatly contributed to the high level of 
the copra trade of the area. In the 
postwar period, shipments of copra rose 
from more than 462,000 metric tons in 
1946 to a high of nearly 1,190,000 tons 
in 1947, and amounted to ahout 940,000 
tons in 1948 compared wiht 970,000 
tons in 1937. The volume and value 
figures of copra shipments in 1947 
amounted to 123 and 326 percent, res- 
pectively, of 1937 shipments, thus re- 
flecting the substantial rises in price 
of this commodity since the war. 


‘Lasie 3.—Percentage Participation of Leading Countries and Geographic Areas in the 
Total Trade of the Far East, 1937 and 1946-48 


Total trade of Far 
Eastern countries 


Area 


Exports from Far East- 
ern countries to— 


Imports into FarEastern 
countries from— 


1937 ]1946 ' [1947 ! |1948 1] 1937 1946 ' |1947 ' |1948! | 1937 |1946 ! }19477! |1948 ! 

Total trade 100.0 ]100,0 |100.0 |100.0 |100.0 {100.0 }100. 9 |100.0 |100.0 |100.0 |100.0 {100.0 

Per- | Per- | Per- | Per- | Per- | Per- | Per; | Per- | Per-| Per- | Per- | Per- 

cent | cent | cent | cent | cent | cent | cent | cent | cent | cent | cent | cent 

United Siates. ... 18.5 | 43.1 | 39.5 | 29.3 | 20.2 | 34.3 | 25.1 | 22.6] 16.7 | 47.8 | 48.0] 34.1 
United Kir n §.7] €9] 84] 93] 55] 101] 8&4] 72] 58] 46] 84] 10.6 
Continental E 12.0] © 7] 1.0] 13.1] 122] 10.6] 14.6] 163) 11.8] 4.7 8.9 10.8 
Belgium 8 Bey Wi 2) AC) 5 el ak <6) 32 font Bs 1.3 

, ; 2.6 2.8] 36] 3.8 3.4 5.7 4.2] 37 1.6 Wo) |! 852) 4.1 
2.8 tee D2 Taae 3.6 25] 38] 7.0 1.9 5 1.3 a4 

‘i 2 4 4]. 3 -8 9] 2.5 ai ie a si 
ies ee 48 0 | 26.3 | 26.8 | 29.2 | 45.2 | 30.7 | 33.7 | 32.7 | 51.0 | 24.0 | 22.7 26.7 
Other Asia.......... Gig | Ga GOT | ON Ce Sa Blo Sr Gr eek) SG 4.9 
In@lass:.cee-cc 5.7 4.4 4.3] 3.7 bay 4 oC 5.6] 4.5] 63 4.7 3.4 3.1 
Africa..... 3.0 -6 2.2 1.6 4.0 -8) 44 1.5 2.0 a) +3 1,8 
Oceania....... 2.4 2.3 2.0] 2.3 21 9 1.4 19] 2.7 3.1 2.3 2.6 
Other... 3.51] 73) 3.0¢ 80] 38) 5.7] 3.0] 7.5] 3.2] 80] 3.0 84 


1 Basic data for 1946-1048 incomplete. 


Source: Basic data from foreign-trade statistics of each country 
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Exports of rice declined from nearly 
7,500,000 metric tons in 1937 to a low 
of 972,000 tons in 1946, and recovered 
to about 1,249,000 tons in 1947 and 
2,281,850 tons in 1948. This great drop 
in exports of rice resulted primarily 
from greatly reduced agricultural pro- 
duction in Burma, Indochina, and Siam 
and from increased domestic require- 
ments for foodstuffs in the producing 
countries of the region. 


Exports of sugar, which totaled 
2,366,000 metric tons in 1937, amounted 
to less than 1,300 tons in 1946, to 30,000 
tons in 1947, and further increased to 
about 306,000 tons in 1948. Sugar pro- 
duction is gradually recovering from 
the effects of negtect and destruction 
of sugar acreage during the Japanese 
occupation of Indonesia and the Philip- 
pines. Exports, however, still remain 
at less than one-tenth those of 1937. 


Principal Postwar Imports 


Since the early part of the twentieth 
century, the composition of imports 
into the Far East has remained relative- 
ly stable. In 1937 the principal groups 
of imports consisted of textiles and 
fibers (21.6 percent), foodstuffs (11.5 
percent), chemicals, including fertili- 
zers (6.4 percent), petroleum products 
(5.7 percent), machinery (5.0 percent), 
iron and steel products (4.5 percent), 
and vehicies (2.8 percent). While these 
seven major categories of goods ac- 
counted for £7.5 percent of the total 
value of imports into the area, the re- 
maining 42.5 percent were distributed 
among numerous groups of commodi- 
ties. Out of total imports of $3,420,- 
000,000 in 1937, the groups of imports 
cited above amounted to $1,964,000,000 
(table 5). 


The principal shifts in the postwar 
period among the major import groups 
have been the sjgnificant increase in. 
the importance of foodstuffs and textile 
goods and the decrease in the impor- 
tance of raw materials. The decline 
in agricultural production, coupled with 
population increases in the Far East, 
is reflected in the expansion of imports 
of focdstuffs into the region. The signi- 
ficance of -mports of foodstuffs was 
particularly noticeable in 1947 when 
their value reached $917,000,000 or 
234.2 percent of that of 1937, and their 
position in relation to the total value 
ot imports changed from 11.5 percent 
in 1937 to 26.9 percent in 1947. In 1948 
foodstuffs imports declined somewhat, 
accounting for 23.8 percent. 


The reduced significance of Japan as 
a major sources of textile products for 
the area, together with the demand for 
textile goods built up during the war, 
resulted in a sharp increase in the re- 
lative importance of imports of textile 
piece goods. The relative position of 
textile and fiber imports to total Far 
Eastern imports has declined, as a 
group, in the last 2 years from 23.2 per- 
cent in 1946 to 19.6 percent in 1947 and 
17.8 percent in 1948. Imports of cotton 
piece goods, however, still remain on 
a high ievel. 


The reduction in imports of capital 
equipment, machinery, and raw mate- 
rials refleats to a great degree the cur- 
tailment of industrial production in 
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Japan and the general economic dis- 
location in other countries of the re- 
gion. Purchases of chemicals, iron and 
steet products, and machinery have 
been greatly reduced since the war. 
While in 1937 these commodities repre- 
sented 15.9 percent of the total value 
of imports, postwar imports have aver- 
aged 10.5 percent of total annual im- 
ports, Petroleum and its products, 
valued at $194,000,000, occupied fourth 
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1937, although this group moved up to 
third place in 1948. The value of such 
imports in 1946 was only 56.2 percent 
of those of 1937, but increased to 97.1 
percent in 1947 and 105.9 percent in 
1948. Vehicles rose from the prewar 
seventh to fifth place, and compared 
in value in 1946 to 78.2 percent of that 
of 1937, in 1947 to 133.3 percent, and 
in 1948 to 118.8 percent. 

Although the positions of these seven 


place among the leading imports in principal groups of imports have shift- 


TABLE 4.—Principal Erports From the Far East, 1937 and 1946-48" 


1937 1946 
Commodity 
; 1,000 Percent 1,000 Percent 
Metric Metric > 
U.S. of total U.S. of total 
mons dollars | valuo eons dollars | value 
100; Ores ecccare es | 1, 082, 164 100.0 
13.2. 739, 634 329, 217 30.4 
1.8 462, 674 47, 670 4.4 
5 8, 447 1,909 -2 
ai 35, 264 22, 253 2.4 
+8 11, 093 2, 851 3 
6 24, 483 4, 826 4 
4.5 2933 198 @) 
3.7 5, 994 70, 250 6.5 
@) D. a. 1, 374 = 
+2 3 () @) 
1.4 11, 965 11, 636 10 
3.8 9, 301 11,973 it 
-6 50, 919 518 (3) 
2.3 972,000 n. a, n.a 
4.1 1,291 31] @ 
1.3 14, 083 10, 158 9 
3.6 202, 388 2, 196 2 
ft OM Ree 804 52,2 
1947 1048 
Commodity 1,000 P 
A ercent 1,000 Percent 
Pertti | | U8. let totat| | Mee |). ug.) lottaral 
dollars value dollars value 
pea ast SS ae Oe re 2,033,926 | 100.0 |-.....--..-.] 2,912,363 100.0 
159, 402 442, 143 21.7] 1,563,373 534, 650 18.4 
189, 673 212, 035 10.4 939, 472 233, 358 8.0 
47, 626 11, 166 5 89, 501 31,715 11 
80, 537 40, 740 2.0 62, 934 17, 705 6 
63, 233 19, 593 1.0 93, 285 43, 925 1,5 
86, 020 31, 716 1.6 75, 233 30, 147 1.0 
359, 978 83, 381 4.1] 2313, 686 74, 968 2.6 
1, 383 15, 938 8 3, 787 23, 142 8 
59, $56 1, 164 (3) 70, 671 4, 544 +2 
a SRS RO COS eo aaee Moan 43, 536 281 @) 
29, 786 31,915 1.6 60, 0 72, 334 2.5 
42, 621 62, 998 3.1 53, 577 107, 415 3.7 
54, 947 1, 188 ot 118, 246 2, 668 1 
204, 267 n. 8. n.8 2, 281, 850 D.a, n. a. 
29, 562 4, 554 +2 305, 839 33, 505 1.2 
24, 934 14, 654 7 32, 599 16, 533 6 
768, 068 23, 576 1.2] 3,847, 182 98, OLL 3.4 
Other commodities. - -----| 1,087,165 1 Sg Scie -| 1,587, 462 54.3 


n. a,= Not available. 
« = Less than one-half the unit. 


Source: Forelgn-trade returns of each country. 


1 Statistics not available for some of the items in the 
postwar period from a few countries. 

1 In thousands of yards. 

1 Less than 0.05 percent. 


TaBLe 5.—/mports Into the Fur East. by Principal Groups, 1937 and 1946-48° 


1937 1946 1947 1948 

pat 1,000 U.S.| Per | ,o00.8.| Per: Sif eer (RCN RES | a 

. | centof}"' -. | cent of| °° . | cent of| °* cent of 

dollars total dollars total dollars total dollats total 
(POtal imports, <2 5.22 ses-s305055 4 3, 419, 931 | 100 0 | 2,022,054 | 100.0 | 3,404,137 | 100.0 | 3, 288, 635 100.0 
Food and products. .... .....--..s 200s. 391, 673 W.5 531, 941 26.3 917,405 | 26.9 783, 083 B.8 
grextiles. and Hibers.......-.....-s00sss00c0- 737, 471 21.6 469,116 | 23.2 668,842 | 19.6 583, 861 17.8 
Chemicals, including fertilizers. . 4 6.4 125, 798 6.2 231, 241 6.8 118,145 3.6 
Petroleum and products. 194, 348 5.7 100, 232 5.4 188, 727 5.5 205, RO 6.3 
dron and steel... .... 155, 379 4.5 28, 517 14 77, 080 23 80, 404 24 
achinery....... 179. 901 50 35,314 1.7 130, 305 3.8 109, 287 $3 
Vehicles... $4, 214 2.8 73, 706 3.6 125, 345 3.7 111, 885 b.4 
RNECMMEN MP ih a reingee te Sew ere ane 1, 455, 460 | 42.5 648,430 | 32 2 | 1,064,982] 31.4 | 1, 205,617 39.3 


1 Group totals for 1946-48 do not reflect the true totals, us some countries do noLshow a break-down by commodities 
Source: Foreign-trade¢ returns of each country. 
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ed_ among themselves, their aggregate 
vaiue relative to the total imports of 
the Far East has increased substantial- 
ly during the period under considera- 
tion. In 1946 their combined total 
comprised 67.8 percent of the total im- 
ports, compared with 68.6 percent in 
1947, 60.7 percent in 1948 and 57.5 per- 
cent in 1937. The percentages of im- 
ports of all other commodities have re- 
mained correspondingly below their 
prewar levels. Whereas in 1937 their 
aggregate value amounted to 42.5 per- 
cent of the area’s imports, during 1946- 
48 they accounted for only 32.2 percent, 
31.4 percent, and 39.3 percent, respec- 
tively. 


Trade of the Far East with the 
United States 


As previously mentioned, in the pre- 
war years the United States was one 
of the princjpal customers and suppliers 
of the Far East, and occupied first 
place in the total value of the extra- 
regional trade of the area.*° One of the 
outstanding “eatures of the prewar 
vis-ble trade between the United States 
and the Far East was a large export 
surplus in favour of the Far East. Ac- 
cording to U.S. Statistics, the bal- 
ance of trade in 1937 was $312,800,000 
in favour of the Far East. Before the 
war, all of the countries excent Japan 
and Siam enjoyed a substantiai export 
surplus in merchandise trade with the 
United States (table 6). 

In the three postwar years 1946-48, 
however, the importance of the Far 
East in relation to the total trade of 
the United States declined from about 
20 percent in 1937 to about 11 percent 
of the total yearty value of the United 
States foreign trade. In contrast to 


? United Statas statistics are used in 
this article as a source of information 
on trade between the Far East and the 
United States. Differences between 
United States statistics and those of 
other countries may result from time 
lag in arrival of shipments and from 
differences in methods of evaluation. 
United States statistics of trade with 
China, for example, vary considerably 
from China’s statistics on trade with 
the United States. Since United States 
foreign-trade statistics record imports 
by country of origin, Chinese exports 
to the United States via Hongkong are 
shown in United States foreign-trade 
statistics as imports from China, while 
in Chinese foreign-trade statistics they 
are shown as. exports to Hongkong. 
Apparent dicrepancies in balance of 
trade between two countries may re- 
sult because of the use of different sta- 
tistical methods of recording trade. — 

Theoretically, total trade of the Unit- 
ed States with the Far East (based up- 
on United States statistics) should be 
equal in value to total trade of the 
Far East with the United States (based 
upon official statistics of the individual 
countries). Actually, for the reasons 
enumerated, in 1937 the Far East ac- 
counted for $1,313,700,000 or 20.4 per- 
cent of the total trade of the United 
States (based upon United States sta- 
tistics); the United States, on the other 
hand, accounted for $1,304,600,000 or 
18.5 percent of the total merchandise 
trade of the Far East (based upon Far 
Eastern statistics). 
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the smaller portion of United States 
trade which was shared by the Far 
East, the United States position in the 
trade of the Far East has significantly 
improved, accounting for 43.1 percent 
in 1946, declining to 39.5 percent in 
1947, and substantially decreasing , to 
29.3 percent of the total trade of the 
region in 1948 (table 3). Not only has 
there been a radical shift in the rela- 
tive positions of the trade of the two 
regions with each other (the Far East 
becoming less important in the total 
trade of the United States and’ the latter 
accounting for a much larger portion of 
the Far Eastern total valve of trade) 
but the balance of trade has shifted 
from a normal export balance for the 
Far East to an import balance, which 
amounted to more than $2,000,000,000 
for merchandise trade alone in the 3 
years 1946-48 (table 6). Since the 
war, with the exception of Malaya and 
Siam, all of the countries of the region 
have experienced consistently a trade 
deficit with the United States. United 
States statistics further disclose that in 
1946 the Far Eastern region had a de- 
ficit in its merchandise trade with the 
United States amounting to $566,600,- 
000, which increased to $922,900,000 in 
1947, and greatly declined to $589,500,- 
000 in 1948 as compared with a substan- 
tial export surplus of $312,800,000 in 
favour of the Far East in 1937. 


The sharp contrast between the 
favourable prewar and adverse post- 
war balance of trade between the two 
areas is primarily due to greatly ex- 
panded imports into the Far East from 
the United States and _ substantially 
diminished exports to the United States. 
While in terms of value Far Eastern 
exports to the United States since the 
end! of the war have recovered consider- 
ably and in 1948 were slightly above 
the exports of 1937, imports from the 
the same period 1946-48, grossly ex- 
ceeded annually the prewar level, in- 
creasing in 1948 to nearly three times 
the 1937 imports. Because of tremen- 
dous rises in prices since 1937, however, 
the physical volume of the trade be- 
tween the two regions is still consider- 
ably below that of 1937. This rise in 
prices, coupled with the fact that the 
terms of trade in general have shifted 
against the Fiar East in the postwar 
period, accounted for the smaller volume 
of purchases of United States goods 
than in 19387. 


Because of wartime destruction of 
industrial production of the United 
Kingdom, continental Europe, and 
Japan, the Far Eastern countries in the 
immediate postwar period became more 
dependent upon the United States, not 
only as a market for their depleted ex- 
ports, but also for imports of essential 
foods, consumer goods, and capital and 
industrial equipment for reconstruction 
of their economies. This postwar 
change of the United States position in 
relation to the Far East is reflected in 
the substantial increases in the value of 
exports from the Far Hast to the Unit- 
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ed States. In 1946 the United States took 
34.3 percent of the total value of the 
Far Eastern exports, 25.1 percent in 
1947, and 22.6 percent in 1948, as com- 
pared with 20.2 percent in 1937. With 
regard to imports of the Far East, the 
United States supplied 47.8 percent. of 
the total in 1946, 48 percent in 1947, 
and 28.1 percent in 1948, as compared 
with 16.7 percent in 1937 (table 3). 

The substantial decline of imports 
from the United States in 1948 is at- 
tributed to depletion of dollar reserves 
and continuing universal dollar short- 
ages throughovt the Far East, improve- 
ment in agricultural production of the 
area, and, to some extent, increased 
availability of goods from prewar tradi- 
tional suppliers—the United Kingdom, 
Western Europe, and Japan. 
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The over-all shift of the relative im- 
portance of the United States in the 
merchandise trade of the Far East has 
also significantly changed the role of 
the various individual trading countries 
of the area. Before the outbreak of 
hostilities in the Pacific. Japan (includ- 
ing Korea and Formosa), Malaya, the 
Philippines, China (including Kwan- 
tung and Manchuria), and Indonesia, 
in their respective order named, were 
the principal Far Eastern trading part- 
ners of the United States. In 1937 out 
of the total value of merchandise trade 
of $1,314,000,000 between the United 
States and the Far East, the five coun- 
tries enumerated accounted for $1,269,- 
000,000, while the remaining balance 
was shared by other countries of the 
area. 


TaBLe 6.—Trade of the United States With the Far East, 1937 and 1946-48 
[In 1,000 U. S. dollars) 


U. S. exports 
Country ——== a 
1937 1946 1947 1948 
TotalUa8. traders. cc. 2+. 024s sae meee 3, 349, 167 9, 739, 482 14, 429, 747 12, 614, 200 
Total Far Eastern countries... 500, 434 1, 021, 659 1, 582, 106 1, 402. 794 
PAWS coe eo Bees (‘) 2, 54 
1 eee Ronee, J 4,5: 
Gees 49, 703 465, 199 240, ies 
French Indochii e 7 £303 
2 eh e lochin: 2, 532 8.077 14, 305 
pronchs ceania 707 3,914 3,056 
Bong Kong. ... 20, 266 46, 652 84, 165 
fen zi 25, 050 73, 344 92, 143 
ae ele ae 
Malaya. 69, 284 
Manchuria. + @) o is oe a eR 
ap ppines oe ees eae e 032 297, 367 467, 746 
Kwentungiei cco eee ee 16,068 a a 
qq6uVuN0Ngqg2020230_0>0>*—*0. 009090030, 
U. S, imports 
Country a 
1947 1948 
om Sn alse ae awe oe a i 4, 908, 895 5, 733, 369 7,070. 400: 
Avizas Meee os 813,240 | «455, 078 
Saag 8 659, 229 813, 321 
(ay Th a I IN caer TER Socurd, coli yal 
Formosa. . 
French Indochin: 


French Oceania 
Hong Kong... 
Indonesia 


Manchuria... 
Philippines. . 
SAM... eee 
Kwantung. .._. 


Burma.. 
China... 
Formosa. 
French Indochina. 
French Oceania 
Hong Kong.. 
Indonesia 


Kwantung. 


1 Not available. 

2 Included witb Japan. 

3 Included with China, 

‘ Included with Manchuria. 


* = Less than $500. 


Source: Foreign Commerce and Navi 
United States, 1937; Bureau of the Census eae ~ 


1949 


In 1948 the Philippine Republic as- 
sumed the leading role among the coun- 
tries of the Far East in merchandise 
trade with the United States, account- 
ing for 31.4 percent of the total value of 
Far Eastern-American trade as com- 
pared with 16.1 percent in 1937. Sec- 
ond largest exporter in 1947 and 1948, 
the Philippines advanced from the 
third place they held in 1987 when they 
contributed 15.5 percent of the total 
exports from the Far East, and ship- 
ped 28 percent of the area’s total ex- 
ports in 1948. In 1948, as in 1947, the 
Philippine Republic not only remajned 
the main destination for United States 
goods in the Far Hast, but also increas- 
ed its share of purchases from 27.8 
percent in 1947 to 33.3 percent in 1948, 
compared with 17 percent in 1937. 


The emergence of the Philippines to 
postwar leadership among Far East 
countries in the trade of the United 
States was due in part to loans and 
grants. A total of $771,000,000 of ex- 
ternal aid supplied was extended prin- 
cipally by the United States under the 
Philippine Rehabilitation Act of 1946; 
lesser amounts were supplied by the 
United States Government for relief in 
occupied areas, and loans by the U.S. 
Reconstruction Finance Corporation 
and the International Bank for Recon- 
struction and Development (table 2). 
In addition to this extensive outside 
financial assistance, exports of Philip- 
pine copra accounted for a considerable 
amount of foreign exchange. This 
postwar phenomenal trade attained by 
the Philippines with the United States, 
particularly the heavy volume of pur- 
chases, is of a transitory nature, and, 
as funds under the enumerated aid 
programs become exhausted, it is ex- 
pected that this high volume of pur- 
chases wili decline. The gradual recovery 
of production of principal agricultural 
products, sugar, palm oil, and abaca, 
will undoubtedly contribute to Philip- 
pine dollar receipts in the future. 
Nevertheless, it is questionable whether 
the United States characteristic of the 
last 3 years can be maintained, inas- 
much as the over-all trade position of 
the Philippines will depend in large 
part upon the dollar earnings of its 
exports. 

Japan occupied second place among 
the countvies.of the Far East in total 
trade with the United States in 1948, 
accounting for 17.3 percent as against 
37.5 percent in 1937, thus registering 
an improvement over 1946 and 1947 
when it occupied third place. The im- 
provement of Japan’s position was made 
possible through substantial recovery 
plus enormovs financial aids amounting 
to nearly $1,700,000,000 since the end 
of the war (table 2). Although Japan 
was the second largest exporter from 
the Far East to the United States in 
1937, its position has deteriorated to 
fifth place in 1948; Japan exported 25.1 
percent of the region’s total in 1937, 
24.2 percent in 1946, 5.4 in 1947, and 
7.3 in 1948. Japan’s exports in 1946 
and the relatively high percentage of 
over-all] regional exports reflect ship- 
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ments of considerable amounts of stra- 
tegic minerals accumulated during the 
war which do not reflect exports from 
production. In contrast to the low 
volume of exports to the United States, 
Japan has continued to take a large 
auantity of imports from the United 
States. Japan’s share in United 
States exports to the Far East in 1948 
dropped slightly to 28.1 oercent from 
the 26.2 percent of the preceding year, 
in contrast to imports of 57.7 percent 
in 1937. 


The relative position of Japan in, 
United States trade will decline as 
commercial intercourse is fully restored 
between Japan’s traditional prewar 
trading partners and as raw materials 
become available from _ nondollar 
sources. The significant decrease of 
silk exports to the United States will 
continue to affect Japan’s dollar receipts 
and its ability to purchase from the 
United States. 


In 1948 China was the third leading 
country of the region in trade with the 
United States and shared 16.4 percent 
of the mercantile traffic between the 
two areas, compared with 13.2 percent 
in 19387. As a supper of United States 
imports China has been able to retain 
its position as third in importance dur- 
ing the past three years. In 1948 
China furnished 14.4 percent of the 
total imports, as compared with 12.7 
percent in 1987 when it ranked fifth 
among suppliers. China’s postwar im- 
portance is not due to improvement or 
rise in exports to the United States 
but to the declining importance of 
Javan and other countries whose econo- 
mies were. impaired by the war. China 
also ranked third as a market for Unit- 


ed States exports, accounting for 17.1 
percent in 1948, as compared with 9.9 
percent in 1937. 


_ As in the case of the Philippines and 
Japan, the importance of China’s post- 
war trade with the United States was 
made possible by heavy accumulations 
during the war of gold and dollars 
worth approximately $900,000,000, to- 
gether with various types of financial — 
and economic assistance extended by the 
United States and Canada, amounting 
to approximately $2,000,000,000 (table 
2). The recent advances of Communist 
forces resulting in the deterioration of 
the economy, together with exhaustion 
of China’s foreign balance, will un- 
doubtedly depress further the level of 
trade with the United States. 


The position of Malaya dropped from 
second place in 1937, when its share of 
the trade between the United States 
and the Far East was 19.2 percent, to 
fourth in 1948 when it accounted for 
15.8 percent of the total trade. During 
the past 3 years Malaya has maintained 
its prewar position as chief source vf 
Far Eastern products to the United 
States and exported 33.1 percent of the 
region’s total exports in 1948, as com- 
pared with 29.9 percent in 1937. Mal- 
aya’s high position is attributed large- 
ly to exports of rubber and tin. Im- 
ports into Malaya from the United 
States, however, are greatly dispropor- 
tionate to the volume of exports, be- 
cause of Malaya’s membership in the 
sterling area under which its dollar ex- 
penditures are limited by the United 
Kingdom. Although Malaya increased 
its purchases from 1.8 percent in 1937 
to 5.8 percent in 1948, the increase is 
attributed to the inability of the United 


TABLE 7,—United States Imports from the Far East,’ by Principal Commodities, 1987 and 
1946-48 


[Value in 1,000 U. S. dollars} 


1937 | 1946 1947 

Sg ss 33g ss 

Commodity > a3] 2 os os ae ae 
= A a> Ss © a> re a> ms ap 

a | 2 (ga! 2 | 2 [Es 3 |53| 3 53 

oe > uS| & > |as > =3 lag [-“e-} 

Total imports.|.-.....-- 2797, 004/100. 0)... .._... 2455, 078)100.0}....__... 2 659, 229/100. O}.......-- 100.0 

Ib_.} * 51, 599) 318} (3) 25, 678] 7,735) 1.7) 28, 888 10, 858} 1.6) 21, 625 10 

do. ._.}1, 258, 480) 231,363) 29.0} 687, 250} 183, 694} 40. 4/1,419, 907) 279, 639] 42. 4/1, 471, 038 33.6 

do 173, 304 91,657! 11.5) 23, 716] 12,496) 2.7) 45,117) 34,247) 5.2) 88, 131 10.0 

do_.--| 495, 940) 16, 439} 2. 1) 759,932] 29,530] 6.5/1, 355,321} 107, 429] 16.3] 892, 032 13.5 

; a ---| 174, 885 20, 100} 2.5 5,062) 11,792] 2.6) 121, 50] 35,374) 5.4] 131,807 3.3 

Coconut oil..-do__- 337, 325 19,),886]\255|2 ee [ooo esas 21, 167 3, 643 6 96, 993 2.3 
do...-| 283,612] 10;714| 1.3]-....... hi ete ae eyes Pe ee (*) (’) 

CA isccn ere GOnn ee 54, 882 8,964] 1.1 7, 452| 3,400). 7 8, 166, 3, 0838, 5 13, 920 +6 
Bristles_..... do:.-. 4, 164 7,924| 1.0) 6,315; 17,794] 3.9) 6, 991 21,109) 3.2 7, 154 , 283| 2.7 
Manila or abaca : 

tons. . 43, 394 7,760} 1.0} 29, 493 5,415] 1.2) 62, 824 23,399) 3.5) 47, 575 17,638] 2.2 
Chrome ore. .do..-- 95, 479 1,418) .2] 45, 957, 642} .1) 202,910) 2,045] .3) 251, 818 3,381] 24 
Tungsten ore 
j 1 iF 8, 840) 2,529) .3 900 333} «1 7,677 4, 454 of 10, 510 5,727|/'  .7 
Wood and manufac- 

Cures 320-5). 25. scl. aie A 563th we Olaeoe sex 1, 688)5) .4[2o2 9): 200]" 5 | eenaeeen 7,319, 19 
Silk, raw. .1,000 Ib.- 57,804! 106, 585) 13.4} 13, 361] 127, 699] 29.1 2, 457 15,709) 2.4 5,652} 15,392] 1.9 
Rayon and synthetic} 

texthlesit ec 4-5: |-- s-ne ae 4,605). 6}... 26/0) | ences SIR @) i teceoeee 325] (3) 
Tin ore..-..-- tons. . $ 9) @) 2, 206] 2,382). 7,174 6,671] 1.0) - 17,250) 19,276) 2.4 
Cotton cloth 

1,000 sq. yd..| 106, 494 OLS E cadlascnsseelsens se eet omens 2, 202) 478) 1 12, 233) 2, 493 3 
Others. 2s eae ee 257, 655] 32. 2 cole bd a EL eee 107, 829] 16.3]-...._-.- 195, 773} 24.2 
! t 
‘Includes: China, French Indochina, French Pacific 3 Less than 0.05 percent. 


Islands, one Kong, Korea, Japan, Formosa, Malaya, 
Indonesia, Philippines, Siam, for all years, and Burma 
for 1946-48. 

2 Imports for consumption. 


® Less than one-half the unit. 


Source: Foreign Commerce and Navigation of United 
Se 1937: Bureau of the Census Report No. FT-120, 
1946-43. 
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Kingdom during the immediate postwar 
period to supply Malaya with consumer 
and reconstruction goods. Continued 
recovery of production in the United 
Kingdom and Japan will undoubtedly 
divert imports from the United States. 

Although Indonesia retained its pre- 
war fifth place of importance in total 
Far East-American trade, yet it ac- 
counted for only 7.6 percent of that 
trade in 1948 as compared with 10.7 
percent in 1987. It was restored in 1948 
to fourth place in export trade, its 
share of exports in 1948 being 9.5 per- 
cent, considerably below the 14.2 per- 
cent of 1937. Indonesia ranked fifth as 
a market for United States exports to 
the Far Ejast, taking 6.6 percent in 
1948, as against 5 percent in 1937. 
Political developments since the end 
of the war have not only retarded 
recovery of export industries but alse 
limited imports of consumer and re- 
construction goods. External assistance 
‘amounting to more than $545,000,000 
extended by the United States and the 
Netherlands greatly contributed to the 


‘LaBLe 8.—United States Erports to the Far 
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postwar trade between the United States 
and Indonesia. 


The relative position of Burma, Frencl. 
Indochina, French Oceania, Hongkong, 
Korea, and Siam in the total trade of 
the Far Bast has had very little change 
from that of prewar. In 1948 those 
countries in aggregate accounted for 
only 11.5 percent of the merchandise 
trade between the Far East and ti. 
‘United States. Burma, French Indo. 
china, French Oceania, Hongkong, 
Korea, and Siam aggregately accounted 
for 7.6 percent of exports from the Far 
East in 1948. Comparable statistics for 
1937 are not available. Siam, which held 
last position among the important sup- 
pliers of imports before the war, moved 
up to sixth place in 1948 and registered 
the largest percentage of gain—from 
0.1 percent of the total in 1937 to 61 
percent in 1948. Although since the war 
this group of countries has been puchas- 
ing considerably more goods from the 
United States than in the prewar period, 
their import trade from the United 


East,’ by Principul Commodity Sub-uroapa, 


1937 and 1946-48 \ 
{Value in 1,000 U. S. dollars} 
1937 1945 
rs 
Commodity subgroup 1,000 pie 1,000 He 
8. of U.s. of 
dollars | total} dollars | total 
value value 
Totalexports .. 500, 434 |100.0 |1,021. 359 | 100.0 
Foodstuffs: 
Dairy products, ... . 1, 600 3 34,227 | 3.4 49,250 | 3.1 36, 134 2.6 
Fish and fish products... . a 1,476 | .3 9,650} .9] 12462] 8] 12,224 -9 
Qrains and preparations Fs 4,429 9 82.471 | S.1] 284,816 | 18.9] 266,536] 19.0 
Vegetables and preparations............ 1, 706 3 25,610 | 2.5 59,028 | 3.7 31, 499 2.2 
Fruits and preparations 3, 060 6 3,004 | 1.3 14, 350 a) 11,009 8 
Vegetable oils and fats........ b 429 wl 692 ah 2, ORS wt 2, 120 a | 
Table beverage materials. .......-... . 1,035 2 3, 485 3 4, 579 AK 5, 798 4 
Sugar and related products. .. ... 822 2) 2,264) .2 13, 294 8 5, 737 at 
Rubber and manufactures........... . 4, 331 9 10,754] 1.1 24,945 | 1.6 22, 500 1.6 
To and manufactures............... .... .| 16,412] 3.3 63,653 | 6.2 51,164 | 3.2 45, 71 3.3 
Textiles and textile raw materials: 
Cotton, unmanufactured............... 64,405 | 12.9) 191,236 | 18.7] 134,950 | 8.5] 118,192 8.4 
Cotton manufactures............. . 11,812) 2.4 77, 254 | 7.6] 126,903 | 8.0] 109, 502 7.8 
Rayon and other synthetic textiles 677 sf) 17,051 1.7 53,879 | 3.4 64, 391 4.6 
Paper and manufactures .... ..... .. 6,182] 1.2 cake 2.3 26,797 | 1.7 27, 528 20 
Aga obit aE CUSDCALING: OEE OEE ER UME a 60} (2) 1, 708 a 3,306 a4 8, 415 8 
Petroleum and Products ..... 2.0... 20... ..00008 65, 404 | 13.1 32,919 | 3.2 41,94] 2.7 37, 760 2.7 
Metals and machinery: 
8teel-mill products hal cies aeies wiewscuen, Vasef BUS SOOT) BIG: 24,962 | 2.4 154,416 | 9.3 41, 690 3.0 
Iron and steel manufactures. ......... 2.2... 6,272 | 1.2 19,030 | 1.9 21,236 | 1.3 19, 550 1.4 
Aluminum and manufactures........... 496 al 4,031 4 11, 600 3! 12,078 9 
Copper and manufactures .......... 22,779 | 4.6 2, 279 2 4, 446 as) 5, 200 -4 
Electrical poctiners and apparatus 8,027 | 1.6 22,744] 2.2) 42,139] 2.7 34, 851 2.5 
Engine turbines and parts........... 2, 260 4 3.841 4 27, 669 ite 12, 216 9 
Construction and conveying machinery 1,940 4 2, 193 “2 , 939 4 7, 216 8 
Mining, well, and pumping machinery. 8,546 | 1.7 4,798 Ai 13, 077 3 , 083 6 
Metalworking machinery............ 13,006 | 2.6 2,940 a8 200 6 3, 512 72 
Textile, sewing. and shoe 5 3, 054 6 2,429 eh 8, 824 6 10, 969 8 
Industrial machinery, n. e 4, 371 9 5.344 8 24,920] 1.6 22, 553 1.6 
Office appliances. 2,070 4 1,981 ee 4,807 3 5, 307 4 
Printing and bookbinding machinery....... 874 a2 $22 1 2, 284 mt 2, 706 e 
peice machinery and implements... .. 1, 527 «3 1,715 .2 $8, 123 an 4,614 3 
Vehicles and parts: 
Automobiles, parts, and accessories ... .....| 31,013 | 6.2 50,884] 5.0 47,231 | 3.0 50, 957 3.6 
EEE: pa and Bocessorle sna. scence ceus.e , 260 | 1.8 3,340 5 8, 709 6 19, 465 14 
ehicles an OH st ACs eae Sarees =e 30,522 | 3.0 667 | 1.8 9, 645 st} 
Chemical oducts: = 
Medicinal ond pharmaceutical preparations 2.673 «5 24,410 | 2.4 27,070 | 1.7 27,916 20 
Chemical specialties ................ ce... 2, 374 5 5, 300 5 8,915 .6 10, 965 .§ 
Industrial chemicals............. 0.2.2.2... 3, 860 .8 11.349] 1.1 14,315 9 12, 505 2 
Pigments, paints, and varnishes 2, 440 5 4, 552 4 7, 660 5 7, 784 .6 
Fertilizers, and fertilizer materials ... . .... 5,232] 1.0 1, 648 a2 56,419 | 3.6 42, 944 3.1 
Soap and toilet preparations........ . ..... 2, 504 5 9, 389 9 7,131 i 8. 87; 6 
Photographic and Projection zoos. a —ereietans 3, 432 pi 4,176 a) 6, 080 4) 3, 037 6 
Scientific and professional equipment... ... 1,051 a 3,404] .3 8.946] .6 | 5, 909 4 
Books, maps, and pictures... 3, 277 .6 22,361] 2.2 17,528 | 1.1 20. 613 1.5 
Miscellaneous commodities. 553 al 23,938 | 2.2 35,353 | 2.2 45, 729 3.3 
Other... 64,465 | 13.0] 135,433 | 13.3 65,483 | 4.2] 134,736 9.4 


' Includes: China, French Indochina, Indonesia, French Pacific Islands. Hong Kong, Korea, Japan, Formosa. 


Malaya, Philippines, Siam for ali years and Burma (or 1 
i Less than 6.05 percent. : 


Source: Foreign Commerce and Navigation of the United States, 1937; Bureau of the Census, 1946-48. 
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States has accounted for only 13.7 per- 
cent in the aggregate in 1948. Burmese 
purchases from the United States are 
greatly limited by lack of dollars. In 
the case of French Indochina, civil 
strife, inability to procure commodities 
for reconstruction in short world supply, 
and restrictions requiring purchases 
from French Union sources where pos- 
sible have recently curtailed purchases 
from the United States. Korea’s imports 
from the United States were limited to 
United States appropriated funds which 
have amounted to at least $425,000,000 
since the end of the war. In Siam, as 
in the case of Burma, French Indochina, 
and Korea, the nature of the agricul- 
tural economy and lack of extensive 
industrialization has confined purchasés 
to minor types of commodities, mostly 
consumer goods. 


The Far East As a Market for 
United States Exports 


Before the Pacific war the composi- 
tion of imports in the Far East from 
the United States remained relatively 
unchanged from year to year. In 19387 
the leading groups of imports from the 
United States consisted of iron, steel, 
and copper manufactures (27.4 per- 
cent), petroleum and products (13.1 
percent, raw cotton (11.9 percent), 
machinery (9.1 percent), other manu- 
factured goods, including textiles and 
tobacco (7.9 percent), automobiles and 
parts (6.2 percent), and foodstuffs 
(2.9 rercent). Out of total imports 
valued at $1,403,000,000 in 1948, these 
seven groups accounted for 73.2 per- 
cent (table 7). 


The most significant shifts in the 
postwar period among the principal 
groups of commodities have been the 
great increase in the importance of 
imported foodstuffs, other manufactured 
goods (including textile and tobacco), 
and the significant decline of imports 
of iron and steel products, petroleum 
products, machinery, and raw cotton, 
reflecting the low level of industrial re- 
covery and! accumulated needs for con- 
sumer goods. The value of foodstuffs 
in 1948 reached $371,000,000 compared 
with nearly $15,000,000 in 1987, while 
their position in relation to the totai 
value of imports changed from 2.9 per- 
cent in 1937 to 26.4 percent in 1948. 
Purchases of manufactured goods (in- 
cluding textiles and tobacco) valued at 
nearly $270,000,000 in 1948, against 
$39,000,000 in 1937, accounted for 19.3 
percent of the total value, as compared 
with 7.9 percent in the prewar year. 
Althou.zh shipments of raw cotton in- 
creased considerably in value from $64,- 
000,000 in 1937 to $118,000.000 in 1948, 
the relative importance in the total 
value of imvorts declined from 12.9 to 
8.4 percent. While imports of machinery 
greatly increased in value from about 
$46,000,000 to $113,000,000, their re- 
lative importance dropped from 9.1 to 
8 percent. The position of iron and steel 
products and copper and its products 
during the period under consideration, 
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shifted from the first to the fifth place, 
and while it declined in value from 
$137,000,000 to $66,000,000, its percent- 
age to the total trade greatly decreased 
from 27.4 to 4.8. Although automobiles 
and parts have shown a significant rise 
in value from $31,000,000 to $51,000,000, 
the percentage of their importance to 
the total imports declined from 6.2 to 
3.6. Petroleum and its products, the 
second major prewar group, has not 
only dropped from the second to the 
seventh place in importance, but in 
value has decreased from $65,000,000 to 
$38,000,000, and from 13.1 to 2.7 per- 
cent in relation to the total imports. 


Substantial industrial recovery by the 
United Kingdom, continental Europe, 
and Japan, coupled with dollar short- 
ages in the Far East, will no doubt 
divert a substantial volume of imports 
of industrial and consumer goods from 
the United States. 


The Far East As a Supplier of 

United States Imports 

Commodities entering into postwar 
export trade of the Far East with the 
United States have become less diversi- 
fied, and in 1948 more than half of the 
total value of exports was accounted for 
by the five major prewar commodities: 
Rubber, raw silk, tin bars, tung oil, and 
copra (table 8). Ont of the total of 
$813,000,000 value of exports from the 
region to the United States during 1948, 
these five commodities accounted for 
62.3 percent, compared with $797,000,0u 
and 58.5 percent in 1937. 


In 1948 rubber valued at $273,000,00- 
tanked first among the leading exports, 
followed by copra ($110,000,000), t: 
bars ($81,000,000), tune oil ($27,000 
000), and raw silk (15,000,000), and, in 
their respective order, each accounted 
for 33.6, 13.5, 10.0, 3.8, and 1.9 percent’ 
‘of the total value of shipments to the 
United States. Although in volume the 
exports of nearly all of the other com- 
modities declined considerably, the value 
of the shipments increased greatly since 
the war. 


Salient Features of Postwar Far 
Eastern Trade 


Major changes in the over-all trade 
pattern of the Far East brought about 
by the Pacific war and subsequent pro- 
litical and economic instability may be 
briefly summarized as follows: 

(1) A slight increase in the value of 
trade as compared to that of prewar 
trade, due to rise in prices; 

(2) A substantial decline in the vol- 
ume of exports; 

(3) An excess of imports over exports; 

(4) A decreased volume of intrare- 
‘gional trade compared with prewar, due 
largely to the reduced role of Japan and 
the diminished trade in rice; 

(5) An adverse balance of trade with 
the United States for the area as com- 
pared with a prewar positive balance; 

(6) A shortage of hard currency 
throughout the region; and 


Hongkong Stock & Share 
af Market 


Stagnant business at well maintajned 
erices characterises the market since 
several weeks. There is little incen- 
tive for buying although a few counters 
promise in addition to extraordinary 
yields special bonuses as in the case 
Of Dairy Farm which company may 
again consider the issue of new capital 
when holders should benefit from a 
cheap subscription pr.ce. 

On the whole investors are not in- 
clined to take in ‘much new scrip al- 
though they realsse that yields are 
out of proportion and _ unrivalied by 
anything offered elsewhere in the 
sharemarkets in the sterling area. 
Most industrials would return on the 
basis of last year’s dividends 8 to 12% 
with the majority of companies absorb- 
ing themselves the local corporation 
profits tax of 10% (which in fact 
further increases the yield percentage). 

With the Hongkong & Shanghai 
Bank shares it is different; the return 
amounts only to around 5% considering 
current prices here and in London and 
the practically guaranteed £ 5 per 
annum. A few days ago the Bank an- 
nounced the payment of an _ interim 
Gividend of £ 2 which is exactly what 
shareholders expected. It seems that 
all British banks irrespective of the 
location of headoffices would not allow 
shareholders to benefit to a higher 
extent from the generally very satis- 
factory working results. Holders of 
bank shares may regard such invest- 
ment as a kind of fixed interest bear- 
ing security which no doubt 
has its attractions for a certain group 
of investors but in Hongkong where 
On one hand fixed deposits bring be- 
tween 1 to 2%, Government bonds 
314%, first-class industrial shares 10%, 
while on the other hand mortgages 
can be arranged privately at 12 to 
14%, bank overdrafts are charged at 
5 to 6%, it appears that a yield of 


5% is not found interesting by 
the majority of actual and _ pros- 
pective shareholders in Hongkong. 


This year on account of the lowering 
of the official TT London rate share- 
holders wiil receive a slightly higher 
HK$ amount when the interim divi- 
dend payment date “omes around. It 
was significant for te optimistic spirit 
among investors that the announce- 
ment of the £ 2 interim dividend led 
to an appreciation of the share price 
about equal to £ 2 or HK$ 32. 
Reports of excellent working results 
of most local companies keep on seep- 


ing out from behind the _ directors’ 
hamboo curtain. As usual, the Hong- 
kong & Shangha, Bank is the first 


(7) The establishment of rigid trade 


controls in order to conserve foreign 
exchange. 
Although Far Elastern trade as a 


whole is characterized by the common 
features enumerated, the trade of the 
individual countries comprising the re- 
gion varies in degree of recovery, de- 
pendence upon outside financial aid, and 
freedom from restrictive controls. 
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with the declaration of an _ interim 
dividend and also starts off the round 
of annual meetings in the early 
part of the year. Many local com- 
panies could also well afford to pay 
interim dividends but since it has not 
been done here before, except in a few 
cases, it will not be changed now and 
the public be damned. With more in- 
sistence and persuasion it might how- 
ever appear possible to wheedle out 
of the stern, ultraconservative direc- 
tors of Hongkong public companies 
either some quarterly or semi-annual 
statements or interim dividends to- 
gether with a short indication of the 
progress or otherwise of business. 
Qui vivra verra. 


es * a s 


A matter of some urgency would 
appear to be the introduction of forward 
business at the tocal Exchange. The 
present cash trading makes speculation 
practically impossible and at any rate 
most unattractive. But the opposition 
to trading in futures is strong and 
important interests here are satisfied 
that the share market is what it is: 
a smail affair on the financial peri- 
phery of Hongkong. Housewives have 
taken to our sharemarket whicn 
proves how good and reliable an in- 
vestment market it is. But those 
financial interests which impart zest 
into a big commercial centre like Hong- 
kong ignore this little sharemarket 
with its $1 or 1% million weekly 
turnover finding as they do much more 
accommodating fields in other financial 
and commercial markets of Hongkong. 
Some old hands at the Exchange, in 
understandable pride of their honoured 
profession, assert that the drowsy at- 
mosphere in the little sharemarket can 
be regarded as representative of the 
economic life of Hongkong; another 
contention is that share quotations 
can be regarded as Hongkong’s econo- 
mic barometer. If it were so life here 
would be sour and become a course of 
jitters with short-lived periods of re- 
covery, whereas in actual fact Hong- 
kong basks in the sunshine of pros- 
perity which arouses if not the jealousy 
of the Gods, the envy of our neigh- 
bours. 

* a * +« 


Last week’s share market 


The market last week, as was the 
case in the previous week, continued 
in an uncertain mood, though it has 
had its patch of improved sentiment. 
The volume of transactions reported 
remains on the poor side, but scrip is not 
too easy to acquire. Quotations for Hong- 
kong Lands, China Entertainments and 
Shanghai Stocks register slight set- 
backs for the week, whilst the active 
Local Stocks keep remarkably steady. 
China Lights (New), Dairy Farms and 
Watsons have moved in favour of 
hoiders. 

Volume of Business:—Total Sales 
reported amounted to 56,008 shares of 
an approximate value of $114 million, 
a decrease of $14 mitlion compared 
with the preceding week. 


Price Inder:— The Felix Ellis 
averages based on the closing prices 
of 12 active representative local 


stocks ciosed at 128.39 for a net gain 
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Exchange & Financial 


Markets 


US$ Market 


Highest & lowest rates of last week 
per US$100:—notes HK$62412-600, 
DD 619-604, TT 621-605, corresponding 
to crosses of US$2.57-2.64. 

Speculation was reduced as no suit- 
able rumour supporting a firm UiS$ vate 
was making the rounds. Gold orices 
slumped which led to an increase in 
confidence in the inherent soundness of 
£ and HK$. Throughout the week the 
undertone was unsteady. Gold impor- 
ters placed few orders, merchant demand 
was insignificant. Overseas Chinese 
remittances were sold in small volume 
with larger sales expected next week 
when the mid-Autumn festival is 
approaching. Manila and Bangkok 
holders of funds in New York were 
offering small amounts. The specula- 
tors were, for the time being, lying low 
but preparing for a new hausse which 
they think may come if demand for 
US goods in the sterling area, unpro- 
curable via official channels, may turn 
to Hiongkong’s renowned facilities. 


of .01 compared with the close of the 
previous week. Day-by-day, averages 
were: July 11, 128.19; July 12, 128.08; 
July 13, 128.35; July 14, 128.45; July 


15, 128.39. 
High Low 
HO Cag bere a rae 155.82 123.88 
BSG caters, aps 148.68 134.05 
OO eciensveus ss 138.37 125.05 
Dividends:— 
The Directors of the Hongkong & 


Shanghai Banking Corporation have 
declared an interim dividend of £ 2 


per share, tax free. at Exchange 1/2 
13/16 payable 15th August, 1949. 
The Directors of Vibro Piling Co. 


Ltd., have declared an interim dividend 
of 50 cents per share, tax free. 


Business Done:— 

Hongkong Govt. 
Government 312% 
x int.; 100 x int. 

Banks:— H.K. Bank @ 1580, 
Bank of East Asia @ 115. 

Insurance:— Unions @ 640, 655, 650, 

_ 655, 65742, 660. 
Sh'pping:— Asia Navigation @ 95 ets. 
Docks & Godowns:— H.K. & K:-Whar- 


Loans:— Hongkong 
(1948) @ 10014 


1615; 


ves @ 120: H.K. Docks @ 18%; 
Chine Provident @ 13%%, 13.10; 


.  Wheelocks @ 29%. 
Hotels & Lands:— H. & S. Hotels @ 
11.70, 1144, 11.70, 114%. B\K. Lands 


@ 56. 

Utilities: — Hongkong Tramways @ 
@ 1742; China Lights (O) @ 13.10, 
13.20; China Lights (N) @ 9.30. 
914, 9.60, 9.70, 94%; HIS. Electrics 
@ 3314, 3334. 33% 3314, 33-1/2, 


3314, 2314- Telephones @ 22. 


Industrials:— Cements @ 23:4; HK. 
Ropes @ 15:4. 
Stores:— Dairy Farms @ 3534, 3535, 


-36. 3614, 37, 36%4, 37 Watsons @ 

4644. 46, 4644; Lane Crawfords @ 

25; Kwong Sang Hong @ 130. 
apt -- China Entertainments 


Gold Market 


As from the beginning of last week 
(July 11) trading in gold was put on 
a legally permissible basis by confonm- 
ing to the Government regulation 
which exempts from control all gold be- 
low 95% fineness. Tha possession of 
gold, trading in gold and publishing of 
information relating to gold transac- 
tions is not interfered with provided 
fhat such gold is of a fineness below 
95%. Thus, public confidence in the 
local currency has been fully re-estab- 
lished as ‘free convertibility’ of the 
HikK$ into gold (as well as foreign cur- 
rencies) has again become possible. 

As a result of the new trading re- 
gulation prices of gold dropped but still 
are. in terms of local currency, above 
normal levels which however is a con- 
sequence of the inflated open market 


price of the US$. Gold cross rates 
have come down to the usual average 
level of US$ 47 to 49 per oz. Gold 


prices, in terms of US$, cannot be ex- 
pected to decline further but the open 
market rate of US$ is in for a definite 
clipping, possibly some HK$ 9.50 in the 
USS. ; 

Highest and lowest rates of indus- 
trial gold (.945 fine) in the local Ex- 
change per Hongping tael were last 
week $360.00-$330.00 (adjusted to .99 
fine $377.25-$345.75), corresponding to 
cross rates of US$50%4, high, US$4714, 
low. 
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Official and unofficial rates of indus- 
trial gold (.945 fine) in and outside the 
Exchange: — 

Monday, July 11:—Opening 360 High 
360 Low 351 Closing 352. Change over 
favoured sellers 10 cents per tael per 
day. During the week, the change over 
remained in favour of sellers. 

Tuesday, July 12:—Opening 348 High 
848% Low 330 Closing 382%. Change 
over 13 cents. 

Wednesday, July 13:—Opening 331 
High 347% Low 381 Closing 34312. 
Change over 10 cents. 

Thursday, July 14:—Opening 344 
High 354% Low 341% Closing 346%. 
Change over 5 cents. 

Friday, July 15:—Opening 846 High 
349 Low 33714 Closing 24114. Change 
over 19 cents. 

Saturday, July 16:—Opening 342 
High 346 Low 339 Closing 346. Change 
over 1 cent. Unofficial business trans- 
byes in the afternoon High 346 Low 

44, 


Tradings, Positions Overbought and' 
or Oversold, and Cash Turned Over:— 

Dvring the week under review, trad- 
ings, positions taken, and cash turned 
over all decreased as compared with 
week before, caused by quieter markets, 
smaller fluctuations, continuous liquida- 
tions, and the new standard of fineness 
traded. Official and unofficial tradings 
of the week about 145,000 taels, or an 
average of 24,200 taels per day. Posi- 
tions left open at an average of 98,000: 
taels per day, in which interest hedg- 
ing forward operators were the main 
oversellers but gold importers and Can- 
tonese operators were also oversold. 
Shanghai operators, after losing mil- 
lions, still hold on to their majority 
overbought positions, Swatow and local 
operators also overbought, and some of 
the gold importers were overbought in 
cash bars. Total cash bars turned over: 
28,030 taels officially and about 5,500 
taels unofficially. 


Imports, Exports, Stocks, Consump- 
tion :— 

Dvving the week under review, over 
25,000 taels were imported into the 
Colony from Macao. Ekports began io 
vevive, as prices dropped to a level 
lower than those of South East Asia 
ports. A total of over 12,000 taels 
were exported, with details as follows: 
—Banekok 4,000 taels, Singapore 3,000 
taels, India and Burma 2,000 taels each, 
Haiphong and Saigon 500 taels each. 
These exports although accountable in 
.945 fine were all in .99 fine bars, for 
the above mentioned ports accepted .99: 
fine bars only. 


For ready delivery stocks of .945 tne 
are about 70,000 taels and .99 fine about 
160,000 taels, totalling about 238,000 
taels .945 fine. Hoarders were losing 
heavily in value, but still hol@ on, as 
most of them are rich refugees who 
measure their wealth in gold only. 
About 18,000 taels changed hands by 
interest hedging forward operators, 
and about 3,500 taels went into local 
ornamental consumption. 
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Market Developments 


Rates continued to drop during the 
whole week with repeated reactidns, 
differences being $30.00 per tael or 
about 10%. Aside of the news that 
South Aifrica was hoping to raise the 
world gold prices and the revival of 
exports from the Colony, all other news 
and facts were all in favour of bears. 
The local stocks increased only a little, 
but still about 200,000 ovnces are ex- 
pected to arrive in Macao. Exports 
may however further increase thus 
possibly reducing local stocks after 
some time. Change over interest de- 
creased very much, but as banks were 
hesitating to advance loans, future 
change over rates may still. remain in 
favour of sellers. The rvmour _ that 
Government may grant the import of 
40,000 ounces industrial gold from 
South Africa was circulated again but 
no confirmation. The present prices 
approach overseas cost prices. In 
Europe prices dropped to US$45.50 and 
later to US$44.50 per ounce. 


Silver Markets 

Highest and lowest prices of Bar 
Silver were $4.70—4.40 per tael, Hong- 
kong Dollar coins 3.00—2.90 per coin, 
Chinese Dollar coins 4.075—8.70 per 
coin, and T'wenty-cents coins 3.00—2.85 
per five coins. With the Kuomintang 
Government buying silver for coining, 
bar silver stood firm but after continu- 
ous issue of silver dollars coin prices 
dropped and got nearer to actual world 


ernment concluded a big contract with 
the Mexican treasury to purchase US$ 
one million worth of Mexican Silver 
Dollar coins at the rate of 73 cents per 
ounce in weight. The Canton govern- 
ment has,not enough silver coins to 
meet expenditures therefore the Cen- 
tral Bank of China sold again gold in 
the Canton Market. 


Chinese Currency Markets 


Hongkong:—Smaller amounts for 
private not business purposes were 
transacted here with Shanghai and 


Tientsin at rates ofthe Peoples’ Bank 
of China. Two local native banks 
started to accept remittances to all 
places in ‘red’ China. A number of 
flight capitalists transferred gold ani 
US$ from North China to Hongkong 
being not satisfied ‘with conditions 
there. The rates for such transfers 
were 2 to 5% in favour of Hongkong 
(i.e. Shanghai transferor had to pay 


US$ 100, receiving US$ 95 in the 
Colony). 
Remittances to Canton, Swatow 


other places in Kwangtung, Amoy and 
other places in Fukien were done in 
HK$ and US$, the silver dollar al- 
though being the legal tender not en- 
joying popularity in South China. The 
KMT authorities do not interfere al- 
though they have prohibited the cir- 
culation of foreign currencies in South 
China. 

Canton:—There was no change in 
the financial situation; HK$ remains 
the general means of payment. Silver 


silver prices. The Kuomintang Goy- dollar certificates of the Central Bank 
HONGKONG OPEN MARKET RATES 
per 0S$100 
Notes _ Drafts : 
July High Low High Low High Low 
URE CT isle gene 6.2414 6.15 6.19 6.12 6.21 6.1214 
a eS an 6.16 6.00 6.14 6.04 6.14% 6.05 
ee obi: GI. mixes | oe §.13 6.06 6.12 6.08 6.13 6.09 
Li a Sa eg ae 6.18 6.09 6.16 6.10 6.17 6.12 
EEE Geig, ss exe 6.1442 6.06 6.13 6.08 6.14% 6.10 
ERD sey hig allt gall rR uaa 6.1212 6.09 6.10 6.09 6.11 6.10 
ee ee I EE a eee eee 
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of China’ are unpopular and sell at 
2 to 3% discount against actual coins. 
Redemption of certificates is quick and 
regular as the community prefers to 
keep hard coin, 

The mint in Canton could only pro- 
duce 35,000 dollar coins per day, much 
less than was anticipated. Foreign 
silver coins were imported by the 
Canton govt. and large orders for coins 
from abroad are outstanding. In terms 
of HK$ silver coins dropped; the re- 
turn to world market price levels is 
expected shortly. The days when, for 
no logical reason, the Chinese minted 
coins commanded a very high premium 
over foreign silver coins, although of 
the same weight and fineness, are 
drawing to a close. 

Shanghai:—Cost of living was soar-- 
ing. Rice per picul (78 kgs) cost end 
of last week PB$ 60,000. The black 
market rate for US$ was over PBS 
2,000. The official rates of the Bank 
of China were advanced to PB$ 1,950 
per US$ 1 but no business was re- 
ported as foreign trade had come to 
a standstill following the KMT block- 
ade. Floods and production bottle- 
necks were aggravating an already 
serious position which the authorities 
in Shanghai seem unable to master. 


Unofficial Exchange Rates 

Bank of England notes quoted from 
$17.10 to 17.42. As New York paid 
only between US$2.86 to 2.95 it was 
no longer remunerative to buy pound 
notes here for export to the US. At 
the same time larger arrivals of 
tourists and more martial people 
brought ample supply which was coun- 
tered by native banks with a reduction 
in price. 

Australian pounds quoted from $14 to 
14%, a drop against the previous week 
as prices in the US receded. Canadian 
dollar at $5.60-5.65. Malayan dollar at: 
$1.8414-1.85. Indian rupee $1.22 to 
1.22%. Burmese rupee $0.84. Ceylon: 
rupee $1.01. Philippine peso from $2.95 
to 3.03. 

Piastres (per 100) from $12.85-13.37, 
Nica guilders $3414-3514, Baht notes 
$26.20. Macao pataca $1.32-1.36. 
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COMMERCIAL MARKETS 


The most disturbing effects of the 
heavy and still rising floods in China 
have been the slowly rising costs ‘of 
commodities and foodstuffe here which 
have given occasion for Government 
inquiry. Most notable were higher 
prices for fish and vegetables and al- 
most all goods imported from China. 
While it is hoped that the floods will 
soon recede and communications may 
resume normal conditions the heavy 
damage done to crops in the affected 
vast areas may lead, in many instances, 
to a prolonged high cost of China pro- 
duce. The local population has felt the 
rising tendency on the food markets and 
consequently various Government de- 
partments here have tried to work out 
a better supply system for the benefit 
of the consumers. As far as food from 
China is concerned the local authorities 
cannot well be expected to bring costs 
below the level of Canton or other South 
China cities. It is the small man again 
“who is hardest hit by the advance, tem- 
porary as it may prove to be, in food 
prices. Some  repercussion on _ the 
labour-management relationship may be 
expected in case of so-called essential 
foodstuffs remaining on the current 
high level. 

The local community has heard of the 
disastrous calimities now visiting North, 
Central and South China when millions 
of farmers are displaced by the sum- 
mer floods and very little is being done, 
or can be done, to selieve their suffer- 
ings. Considerable amounts of money 
have been collected here by civic or- 
ganisations and religious and other 
charities which should, if quickly de- 
livered to the affected areas in South 
China, go a long way towards saving 
lives and properties. The recurrent 
floods in South China have been stolid- 
ly accepted by the rural and urban 
population and while dyke repair and 
new construction questions have been 
regularly discussed in China very little 
has been actually done. To the stoic 
country people it appears as if there 
was no human solution to the ravages 
which the floods have wrought in the 
past and to the fatal inundations which 
occur with the regularity of the seasons. 
Ewery central and provincial govern- 
ment in China has, at its respective in- 
auguration, proposed plans for combat- 
ting the floods and erection of dykes 
but for reasons of internal war, corrup- 
tion, inefficiency and lack of trained men 
and funds, all these plans proved futile 
in the end. This year’s floods have been 
heavier than was recorded for many 
years; the destructions suffered by the 
country during the many years of war 
and the recent internecine struggle have 
aggravated the risk to which large tracts 
of China are exposed by the inclemency 
of nature. 

Trading with North China and Shang- 
hai has not undergone any change for 
the better; communications with Korea 
are even regarded as unsafe as the Chi- 
nese (KMT controlled) navy and air 


force have tried on two occasions to 
intercept foreign vessel's which were un- 
der suspicion (and probably rightly so) 
of conveying goods, via Inchon, to Com- 
munist held North China. Trade figures 
for Hongkong-Korea trade will show, 
for June and July, heavy increases over 
previous months as much cargo destined 
for China had to be loaded on Inchon 
bound ships, ocean communications with 
North China ports being, to all intents 
and punposes, impossible. Still, there 
are some indications that smaller craft 
have succeeded in entering North China 
ports. 

The KMT' proclaimed closure of ports 
under Communist control is operative 
and is showing, for the Communist au- 
thorities and the people living in such 
areas, increasingly unfavourable effects, 
particularly higher cost of living and 
more activity on the black currency and 
commodity markets. The refusal by 
Britain and the U.S,, and recently en- 
dorsed -by Sweden, to recognise the 
legality of the closure of ‘red’ held ports 
has not had any | effect beneficial to 
commerce. The majority opinion of 
Chinese, irrespective of political sym- 
pathies, is unchanged, viz. that the for- 
eign powers are wrong in opposing the 
Canton Govt. decision to blockade ports 
held by their adversaries in the civil 
war. The all-too-mercenary interests 
of foreign businessmen, and their gov- 
ernments who back them up, have come 
in for scathing attacks both by politic- 
ally unaffiliated Chinese and, naturally, 
by KMT' adherents, the Communist sym- 
pathisers meanwhile looking on, almost 
with disbelief, hoping for some foreign 
naval action against KMI/T naval raiders 
so that the principle of ‘business as 
usual’ shall not be violated. ~ Hong- 
kong’s traders are congratulating them- 
selves that the blockade has not been 
recognised by the British and American 
Governments, and the legalistic finesses 
of their respective state chancelleries 
find much chuckling approval—however, 
communications have not improved and 
remain virtually suspended as the vari- 
ors shipping companies have no jnten- 
tion of risking their ships in 
running the blockade, inefficient 
as it probably is. and then, if 
meeting with unpleasantness, con- 
front their governments with claims 
for due transmission to the Canton Govt. 
The stability, financially .and geogra- 
phically, of the Canton Govt. is doubted 
and astute shipping companies prefer 
to keep their ships idle rather than risk 
harm. 


Smuggling betweer Hongkong and 
South China is again prospering as a 
result of the increased trade and ex- 
change controls of the Canton Govt. 
In order to earn some revenue the au- 
thorities in South China try to collect 


20% of export bills paying exporters in’ 


silver dollar certificates, which are con- 
vertible, at the official rate of the day. 
This system should not actually lead 
to opposition on the part of Chinese 
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exporters as the official rates as quoted 
by the Central Bank of China, Canton, 
are reasonable. However, such is the 
distrust in the authorities—well deserv- 
ed from the misdeeds in the past—that 
exporters prefer smuggling to surrender 
of 20% of their proceeds abroad. An- 
other incentive to smuggling, of foreign 
goods into China, is provided _by the 
periodically more severe prohibition on 
so-called non-essential commodities. A 
large army of smugglers, having nothing 
else to do to earn a living, is ever 
ready to get the goods into China, pro- 
hibition or no prohibition. Charges have 
declined as smuggling organisations and 
freelances are so numerous that cut- 
throat competition developed. Tradi- 
tionally, communications between Macao 
and Kwangtung are unimpeded and 
therefore a large volume of Hongkong’s 
trade with South China is directed via 
Macao. The intermediaries, to use a 
more respectable word, are making a 
good living in the Portuguese colony 
and dread the day when the Chinese 
authorities will do away with all con- 
trols—or alternatively enforce them 
with un-Chinese-like efficiency. ‘ 

Business with Siam has of late im- 
proved as not only is there an advance 
in the general purchasing power in 
Siam but the season for contracting 
goods from abroad has set in. 


Trade in Bristles 

Hongkong has become since early 
this year the chief market for China 
bristle exports and stocks have ac- 
cumulated over the past months thus 
depressing overseas prices. Exports 
this year were far in excess of any 
previous records, a result of the rout- 
ing of trade via Hongkong. Hankow, 
Tientsin and Shanghai—the ports which 
previously handled the majority of 
bristle business—are now cut off from 
foreign commerce but even if ships 
are again calling on Shanghai and 
Tientsin, and Hankow produce can be 
moved down the Yangtzse, the transit 
trade of Hongkong will continue to 
boom. 

The local price position is giving 
bristle merchants a headache; New 
York, the principal market, is both re- 
ducing orders and prices thus leaving 
local dealers with hardly any other 
chance than to sell at cost, even at a 
loss or otherwise sit on their cargo 
until better times come around. There 
are many pessimists who have little 
faith in a better market, they foresee 
the gradual decline in the bristle busi- 
ness and its eventual elimination with 
synthetic bristles taking over the field 
of paint brushes. 

For the current year and in 1954 
there should however be ample oppor- 
tunity to continue with bristle ship- 
ments from China, Manchuria and 
Korea to Hongkong where re-exports, 
at world market prices, will be effect- 
ed as long as hogs are living and paint 
brush manufacturers do not find a 
better substitute. Prices should fur- 
ther recede and the bristle dealers, in 
the country, are bound to adjust them- 
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selves to the new situation or go with- 
out any business. The bristle market 
here and in China is the weaker party 
in the trade and must accept overseas 
prices which are, after all, not unrea- 
sonable, reflecting as they do the gen- 
eral price recession in the US and the 
changed attitude vis-a-vis China pro- 
duce. By & large, China produce— 
with few exceptions like ‘wolfram ore, 
tin and antimony—is put at a dis- 
advantage in the world markets to- 
day. We are in a buyer’s market and 
it is the buyer who dictates the prices. 
As China has little to offer in the 
way of essential produce, her export 
mainstays remaining tung oil and 
bristles, the buyers abroad can well 
afford to put the screws on the pro- 
ducers in China. With the extension 
of ‘red’ control over China there will 
be less sympathetic consideration of 
China export produce in New York 
and in many other world markets. 


A further reduction in price is an- 
ticipated which will lead to a decline 
in the foreign exchange earnings of 
China as a whole. The price slump 
however should not impair Hongkong’s 
entrepot business. What bristles of 
China origin are to be sold will large- 
ly pass through this Colony and pro- 
fits, handling charges etc. will con- 
tinue to be earned. 


Gunny Bags 

Hongkong has been shipping large 
quantities of new gunny bags to the 
Union of South Africa although the 
re-export of this commodity, almost a 
monopoly of India and Pakistan, to 
race-conscious South Africa was always 
taboo. By devious routes and in- 
genious methods the goods were de- 
livered to South Africa and many In- 
dian and Paki merchants took part in 
this profitable venture. Since it is a 
rather mad world in which we live it 
should surprise no adult that within 
the Commonwealth of Nations and the 
sterling area a real first-class trade 
war is now on for about 2 years. 


The cause for this anomaly is the 
South African government’s. desire, 
backed by the vast majority of the 
white and indigenous population, to 
rid themselves of the Indian immi- 
grants, a group of people who have 
become conspicuous in the retail trade 
in certain areas in the Union. The 
Indian government defies the Union’s 
measures taken against the Indian im- 
migrants and among other ideas they 
hit on the embargo on gunny bag ex- 
ports to South Africa thus hoping to 
Put some pressure on the determined 
Boers and British, not to forget the 
natives who prefer direct action to 
Jegal procedures. The Indian author- 
ities however failed to take into con- 
sideration the human weakness _ for 
making money especially if it is of 
the big and easy variety. Many for- 
eign ports offered themselves es con- 
venient transhipmen; centres for gunny 
bags to South Africa. Hongkong was 
one of them and it would have been 
a disgrace to the fair name of this 


Colony if local merchants had not 
proved once again their inimitable re- 
sourcefulnéss, 

One of the best developed ruses to 
get gunny bags to South Africa was 
by loading them aboard Dutch ships 
sailing via Batavia to South African 
ports; the cargo was declared as con- 
signed to Indonesia but en route the 
port of discharge was changed to South 
Africa and the bags duly arrived at 
their proper destination. The British 
authorities all over the world were 
called upon to assist India in enforc- 
ing the embargo and thus Hongkong 
Government only allowed tthe re- 
export to Batavia if the British Cen- 
sulate there certified that there was 
to be no ‘monkey business’. Other 
round-about ways had to be found, 
and -were found, 


Hongkong being always a large ex- 
porter of gunnies to China has now 
become, due to the political conditions 
in North China and Shanghai, the 
principal supplier of China, not only 
of gunnies but most commodities neea- 
ed in both Chinas. Indian and Pakis- 
tan quotas for gunny bags to Hong- 
kong are relatively large but still far 
from what Hongkong really can sell. 
The transhipment of gunny bags to 
South Africa, which never ceased, is 
however making it difficult for Hong- 
kong traders to secure better supplies 
from India where a host of safeguards 
of the legal type have been invented 
so as to cut off South Africa from 
Indian gunnies. The ingenuity of 
local and Indian merchants is chal- 
Ienged by ever more papers and 
guarantees demanded by the Indian 


authorities. Meanwhile, a fair volume 
of gunny bag trade flows through 
Hongkong. 


Bunker Coal and Oil 

There is a large supply of iunker 
coal and oil available in Hongkong 
which is sufficient to supply the 1 eeds 
of all consumers for a long time. 
Prices have been reduced some time 
ago. Current T.I.B. prices are $102 
for Indian coal, $100 for South Afri- 
can and $88 for Japanese coal (per 
ton). No Samarinda and Russian coals 
are available at the present time. 


Formosan Sugar Production 


Formosa is the chief country for 
sugar cultivation in the Far East, ex- 


‘cluding the Philippines, and Hongkong 


is at present the centre for exporting 
it. The production of Formosan sugar 
last year amounted to 630,000 tons, 
ranking next to Hawaii, Cuba, and 
Africa, and for the first half of this 
year exports were: Japan 100,000 tons, 
Great Britain 50,000 t., Pakistan 20,000 
t. and Siam 10,000 t., in all 180,000 
t. leaving a balance still available for 
export of 450,000 t. Prior to the pre- 
sent troubles, China took anything up 
to 200,000 t. a year, but with the 
greater part of this market closed. 
through the KMT closure of Shanghai 
and other ports in Communist hands, 
exporters will have to look elsewhere 


FAR EASTERN ECONOMIC REVIEW 85 


ees 


for disposal of the large surplus. Pos- 
sibilities are being explored of increas- 
ing exports to Malaya, Indochina, 
Burma and other countries. 


Trade with Tientsin 


The Chinese Maritime Customs re- 
port for May shows that imports 
amounted to People’s Bank $1,341,072,- 
293 compared with P$657,20%,571 for 
April, or an increase of P$683,867,722. 
Exports came to P$1,987,'700,950 as 
against the April figures of P}630,763,- 
301, an increase of P$1,356,937,649. 

The bulk of the exports from Tien- 
tsin, or 60.52%, were despatched to 
Hongkong, the United States came next; 
with 27.87%, and Great Britain third 
with 5.55%. Exports consisted mainly 
of eggs valued at P$217 million, fol- 
lowed by groundnut oil with a total 
of 7,141 quintals to the value of P$196.2 
million, and bean cakes with a totai 
of 80,382 quintals; piece goods, mainly 
grey sheetings and drills, came to 829 
quintals, a drop of 410 quintals against 
the April figure of 1,320 quintals; rugs 
amounted to 1,243 quintals, an increase 
against the quantity of 837 quintals 
for April; exports of bristles totalled 
27,220 kilos. 


China’s Cotton Industry 


The industry has been built up during 
one or two generations, most of the mills 
were erected after the war of 1914/18, 
and many of the big concerns are still 
managed by the founders or their sons. 
The industry today employs about 
120,000 people in Shanghai alone, in ad- 
dition to which there are q large num- 
ber of people engaged in subsidiary un- 
dertakings, such as the manufacture of | 
bobbins, shuttles, sizing material, 
machine parts, transportation, ete. The 
production is about 900,000 bales of yarn 
and 11% million pieces of cloth per 
annum. Importance not only attaches 
to the point of giving employment to so 
many people, but also to clothing the 
Chinese. ‘Before the cotton industry 
came into being, imports of viecegoods 
had been tremendous, whereas now 
China even manages to export. 

At present about 37 percent of the 
spindles and 60 percent of the looms are 
under the control of China Textile In- 
dustries Inc., a government concern, who 
is running the former Japanese mills, 
Sixty-two percent of the spindles and 3$ 
percent of the looms are owned by Chi- 
nese firms, and one percent of the spin- 
dles and looms by British companies. 
Before the war the percentage of the 
British mills was considerably higher, i.e. 
over 4 percent, but during the occupation 
of Shanghai by the Japanese the greater 
part of their machinery was either des- 
troyed or removed. 

During profitable times the bulk of the 
profits were used by the private com- 
panies to modernize their plants, i.e. the 
latest types of machinery were ordered. 
The mill owners realized that they had 
to streamline and modernize their fac- 
tories in order to be competitive, having 
in mind the keen competition from Jap- 
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canese mills which the Chinese manu- 
facturers had great difficulty in over- 
coming before the war. 


Indonesia's Export Promotion 


The Indonesian Government has 
announced the establishment, within 
its Department of Economic Af- 
fairs, of a Bureau for Export Pro- 
motion, charged with stimulating 
the export of native agricuitural 
export crops, especially rubber, rattan, 
resins, and  kapok. The produc- 
tion and export of copra, however, re- 
mains under the control of the Copra 
Fund. In addition to the present incen- 
tive of granting exporters a certain per- 
centage of the foreign exchange derived 
from the sale of their products, a pro- 
cedure already extensively used in 
stimulating production of native rubber, 
the new Bureau will provide further in- 
centives by granting the exporter a sub- 
sidy to compensate for the difference be- 
tween high production costs and reiative- 
ly low export prices. The subsidy is to 
be passed on to the native producer and 
will be financed from the proceeds of the 
free sales-profits tax. The new subsidy 
went into effect in South Borneo on 
April 1, 1949. 


Burmese Wolfram Ore 


Tungsten production in Burma is gra- 
dually recovering from the effects of the 
war, but complete recovery cannot occur 
until political conditions become more 
‘stabilized. Mining companies hesitate to 
invest more capital until the situation 
improves. Prior to the war, Burma was 
the world’s second largest source of 
tungsten, producing a yearly average of 
6,000 metric tons of concentrates, con- 
taining 60 percent W.O8, during the 
period 1935-39. 


The Mawchi mine, considered to tbe 
world’s largest tungsten mine and an 
important tin producer as well, account- 
ed for about half of Burma’s output of 
tungsten prior to the war. Current pro- 
duction is only a fraction of the prewar 
monthly output of :450 tons of mixed 
tin-tungsten concentrates. The equip- 
ment damaged and destroyed during the 
war has been replaced and the mill re- 
built with a monthly capacity of 300 
tons. Operations commenced in February 
1948, and by August production had 
reached 130 tons but declined to 60 tons 
in December because of a stoppage of 
mining supplies from Rangoon. Produc- 
tion during the period February-Decem- 
ber 1948 averaged about 75 tons month- 
ly._ The company is ready, however, to 
increase monthly output to 800 tons 
within 18 months after shipments of 
mining supplies are resumed. 


The other half of Burma’s tungsten 
output comes from numerous dredgers, 
sluices, and mines in Tenasserim, about 
45 percent of which have not resumed 
operations as a result of lack of capital 
for reconstruction purposes. 


Prior to the war, Burma shipped sub- 
stantial quantities of tungsten concen- 
trates to the United Kingdom, Most of 
the postwar exports have consisted of 
unfinished prewar stocks, but some new- 
ly mined tungsten has been exported 
since mid-1947. During the fiscal year 
ended September 30, 1948, exports of 250 
long tons of wolfram concentrates and 
2,938 tons of mixed wolfram and tin 
concentrates were reported. 


British Steel and Coal 


International statistics issued last 
week show that Britain is well ahead 
of Europe—excluding U.S.A.—and the 
rest of the world in the production of 
iron, steel and coal. Her output of pig 
iron in May was 746,000 tons, next best 
(excluding U.S.A.) being Bizonal Ger- 
many with 604,000. British crude steel 
production in the same month was 
1,250,000 tons compared with the 750,- 
C00 of Bizonia and 328,000 of Belgium. 
(May figures for France are not given; 
French steel output in April was 
738,000 tons). Britain’s total output of 
hard coal was just under 19,000,000 
tons compared wih 8,400,000 in the 
British Zone of Germany, 6,100,000 of 
Poland and 4,300,000 of France. 


Britain is also the only country in 
Europe that has exceeded prewar out- 
put per manshift for deep-mined coal, 
the rate being 102% of 1937. The Ruhr 
follows with 91%. The total output 
per manshift (that is including opencast 
mining) is shown as 108% of 1937 for 
Britain, 85% for France and 82% for 
Czechoslovakia. 


Radio Rediffusion 


The British firm whlch has recently 
set up a successful radio diffusion ser- 
vice in Hongkong is introducing a simi- 
lar service in Malaya. Singapore will 
have a broadcast relay system ready 
for use this month and it is planned to 
extend similar facilities soon after- 
wards to Kuala Lumpur. 


This system of broadcast relays by 
which a large central receiving station 
rediffuses radio programmes to loud 
speakers in private households, thus 
eliminating use of individual radio set, 
has long been popular in Britain and 
in such areas«as Bermuda, Trinidad 
and Malta. User of this service is not 
confined to one programme but can by 
use Of a simple switch have choice of 
two or three if available. The popu- 
larity of this service in the Far East 
is indicated by the fact that. since this 
firm started the rediffusion system in 
Hongkong in March this year, 5,000 
people have become subscribers. The 
firm takes care to ensure that radio 
service to its subscribers shall be as 
perfect as possible. A training scheme 
is in operation to provide senior per- 
sonnel both for home and overseas to 
look after the necessary technical de- 
tails of the system. In practice the 
firm is finding that its experienced 
home staff are being called upon to 
fill overseas positions while home posts 
are being filled by young graduates 
from the training scheme. 
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HONGKONG COMMODITY 
MARKETS. 


Industrial Chemicals 

The general tone of the market con- 
tinued to be dull. With the exception 
of a few items of which there was a 
shortage in stock and others which 
are enjoying wide demand all the 
other chemicals remain on the easy 
gide. 

Oxalig acid. The erystal form ip 
wooden barrels Dutch origin is about 
$1.20 per lb., the granular form about 
5 cents cheaper. Dealers indented 
their goods at the end of last year at 
over $1.40 per lb cif. As in the past 
few months, due to almost complete 
absence of inquiries the market can- 
not but move downward in spite of 
the scarce stock. 

Camphor. Camphor is widely known 
as an insect repellent agent for cloth- 
ing and is also widely used in the in- 
dustry for making smokeless gunpow- 
der and celluloid. Japan, Formosa, and 
China are the centres of production 


in the world. The Japan origin Fan 
brand about 99144% pure sold in 
market around $2.15 per lb. It has 


advanced up as compared with a few 
weeks ago at $1.80. 

Stearic acid. Argentine origin single 
pressed sold at $1.10 to $1.12 per lb. 
for a few tons. 

Tartaric acid. Due to the shortage 
of citric acid and heavy demands by 
the aerated water factories, this 
chemical has been taken as a sub- 
stitute. It is a related chemical to 
citric acid. The 1 cwt plywood drums 
English origin sold $1.60 per lb. 

Boras. The market is not so active 
as before, The 100 lb paper bags USA 
origin granular form sold for small 


tonnage at $22 per bag. The ICI 
1 cwt burlap bags crystal form sold 
$42 per bag. 


Zinc oxide. Market firm. Japan 
origin 50 kg galvanised iron drums 
with export permit about 66cts. per 
lb, 50 kg wooden barrels at 65cts. If 
no export permit, price may be 1 to 
2 cents cheaper. 

Sodium bicarbonate. It is demanded 
by aerated water factories, and as 
stock begins to decline the ICI Cres- 
cent brand 100 kg burlap bags rose 
from $38 to $39.50. The market may 
be anticipated as steady. 

Phenol. Market downward. Al- 
though the stock is still short. yet 
large shipments will soon reach Hong- 
kong. The demands apparently not 
urgent and purchases reduced. it is 
anticipated that the price will decline 
upon ships’ arrival. USA Monsanto 
450 lb galvanised iron drums sold at 
in eae sold at $1.30 per 

: e Australia origin 448 ] 
sold $1.25. . eee 

Glycerine. As hundreds of drums of 
560 lb galvanised iron drums arrived 
from Holland, the market suddenly 
came down to $2.10 per lb. But 
small quantity for repacking in 50 
lb tins sold _10 cents higher. This 
Dutch glycerine is of CP quality. As 
the latest indent price is HK$1.60 per 
lb cif. it is thought that there will be 
a further drop. 
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Saccharine. The up and down move- 
ment was large in the past week. 
Monsanto granular soluble 1 lb tall 
tin old packing from $16.70 to $25 
per tin, but within one day from $25 


down to $19. At the end of last week 
it remained around $19 to $20. The 
market was so active after being 


stimulated by Korea, Japan, and Can- 
ton buyers. Although the market of 
this Monsanto packing is so erratic, 
yet other brands such as Cocoatree 
brand 1 lb tin was sold $8.50 per tin. 
The price should never be at such 
disparity but brand is the value of 
this commodity. 

Caustic soda solid. Business through 
the whole week at low ebb. 700 lb 
drums USA origin is around $158, but 
some broken drums were as low as 
$152. per drum. The 672 lb drums 
Crescent brand is about $173. 

Glacial acetic acid. 45 lb carboy 
Dutch origin was sold 90 cts. per !b 
onlv. Market is quiet. 

Ammonium chloride. As the am- 
monium sulphate fertilizer market was 
active, this chemical. was affected. 
Australia origin 1 cwt bags sold $560 
per long ton. 

Sodium sulphide solid. Most dealers 
are of the opinion that future market 
trend is up but the present condition 
is quiet. The about 700 lb drums 
USA origin: sold $620 per long ton, 
ae brand 5 cwt drums sold 
: Tale powder. The chief component 
is magnesium sillicate, however, there 
are many grades. It is used for mak- 
ing dusting powder. The USA origin 
50 Ib paper bags was sold $410 per 
short ton, the India origin 100 kg 
burlap bags about $420 per long ton. 
This Indian product appears better as 
the color of the American product is 
more glaring. 

Bright liquid gold. Hanovia 28 
gram bottles is about $34 per bottle. 
Notwithstanding the gold price drop- 
ping in the tast week this liquid gold 
cannot be expected to follow as it is 
indented at US$5.85 per bottle. When 
gold price went over $600 per tael, 
the liquid gold price did not jump 

Calcium carbonate. The precipitate 
grade USA origin 50 Ib paper bags 
sold $400 per short ton, that of Japan 
orig:n in burlap bags is about $200 
per long ton. 

Lithopone. Dutch origin 50 kg bags 
sold 41cts. per lb. 

Extract of Mimosa. Elephant brand 
1 cwt bags soid $68 per bag. It has 
come down a few dollars as compared 
with last months. 

Extract of Quebracho. Crown brand 
105 Ib bags sold $85 to $84 per bag 
for hundred bags. At the end of last 
week sellers ask $83 only. 

Sodium hydrosulphite. 100 catty 
drums English origin sold $155 per 
pleul. The France origin 112 lb metal 
drums with plywood drums _ outside 
at $140 only. 

Rosin. WW grade about 500 lb bar- 
rels USA origin sold $80 per picul. 

VW means water white. This is the 
highest grade of rosin. Although it is 
nominated as , yet its color is not 
so clear as water but rather trans- 
parent, 
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Potassium ferrocyanide. This is 
generally used in photography, and 
some for steel industry in the refining 
ot steel. A few lots sold at 95cts per 

Compressed ammorig gas. It is used 
by the ice makers. The 50 lb cylinder 
was sold $210 each. 

Sodium cyanide, 
kg drums English 


Market easier. 50 
. origin about $1.00 
per lb. 


Lamp black. 187.5 lb ICI Fortress 
brand sold $225 per case. Rather big 
business was recorded last week. 

Red lead. It is, used as a pigment 
when mixed with paint but chiefly 
for painting ironware and ships. The 
560 lb wooden barrels Australia origin 
was soid $125 per picul. 

Citric acid. The stock is extremely 
short. Only small lots at $2.50 per lb. 


Cotton Piece Goods 


The piece goods market was quiet, 
except for activity on the part of 
Canton dealers who were _ returning 
certain lines to that city in anticipa- 
tion of demands from Swatow, Amoy 
and Formosa. Prices in general rose 
by 50 cents and $1 a piece: Grey sheet- 
ings, mammoth bird sold at $49.50 
and $50 per piece, flying goose was 
offered at $45.50, fairy eagle started at 
$46.50 and rose to $48.50. Black cloth 
Hing Fung sold at $63 and ended at 
$64.50 the previous pfice being $59. Yu 
Tai fetched $48.50 and $49.50 a rise of 
around $2.30, bat & tripod rose by $4 
to $66.50. Whte cloth, Hsun Liang Yu 
fetched $48.80 and $49.50, fountain hill 
sold at $53 and $54. Purple cloth, 
Hsun Liang Yu sold at $73.50 rising to 
$78, bee & monkey sold at $74 and $79 
an increase of $7 per piece. 


Artificial Silk 

Buyers from East Africa were very 
active filling requirements for artificial 
silk yarn; the Japanese product was 
the favourite, followed by Italian yarn. 
However, future prospects for this 
market are not considered too good, as 
the price of artificial silk yarn is high. 
Japanese rayon shioze No. 120 red seal 
rose from $1.30 a yard to $1.37 and 
forward delivery improved from $1.25 
to $1.30. Buyers from Canton and 
Korea were also in the market for 
Tenkyo artificial silk yarn, which sold 
at $4 to $4.10 per lb. 


Woollen Knitting Yarn 

At the opening of the market wool- 
len knitting yarns fell in price, with 
the lessening of demands from Canton. 
Later, however, buyers from Chung- 
king, Kunming, Kweiyang and Formo- 
sa came into the market anticipating 
their usual requirements in view of the 
critical conditions prevailing in South 
China. This created a _ shortage of 
stock. due to the inability of the 
Shanghai mills to execute delivery and 
a reduction by about 40% in supplies 
from Great Britain. 

Beehive 4 ply fell from $17 per lb to 
$14.50 and then rose to $18.50. Cuckoo 
4 ply dropped from $14 to $12 and 
rose to $16.50, the indented price hav- 
ing been $7.25, peony brand at 10: days 
delivery sold at $8.20 for a quantity of 
7,000 Ibs. 
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Metals 


The metal market continued dull on 
the whole, though at present unafifect- 
ea by the British Government’s deci- 
sion to cut down purchases from the 
gold dollar areas as stocks on hand 
are estimated at around 20,000 tons 
and fresh arrivals are expected. Im- 
porters are ready to increase trade 
with the Sterling area provided their 
orders can be filled. Tientsin and 
Shanghai buyers were active with pur- 
chases of galvanized mild steel sheets, 
thin, evidently in the hope ot being 
able to effect shipment before long; a 
shipment of 200 tons from Japan en 
route for Hongkong was sold forward 
with 3° x 7 at $8.20 per piece and 
3x 6° ‘at’ $7:20- after arrival’ "30177 
sold at $8.60 per piece. The British 
and Belgian makes were handicapped 
by higher prices than the Japanese, 
the British 3’ x 7 stood at $10.70 and 
the Belgian at $11 per piece. A cargo 
of galvd. mild steel sheets, thick, ar- 
rived from Japan, and G24 2.5 ft. was 
offered at 55 cents per lb., G26 at 62 
cents. Buyers from Siam were in the 
market for mild steel plates, but as 
there were no stocks on hand of the 
Belgian product this gave holders of 
British and French mild steel sheets an 
opportunity: 1/32” which had pre- 
viously fallen to $60 per picul rose to 
$80 with sellers holding back in anti- 
cipation of better prices, 1/16” and 
3/32” were offered at $53 and $54 res- 
pectively, 3” rose to $51 an increase 
of $3, %” was offered at $56 while % 
stood at $57. Buyers from Formosa 
and Tientsin were requiring Japanese 
galud. corrugated roofing iron sheets, 
but stocks were low and prices rose 
accordingly: G26 3’ x 8’ went up to 
67 cents per lb, G28 stood at 72 cents, 
G24 at 58 cents and G24 3’ x 9 at 56 
cents. USA black iron had a good ex- 
port market: G29 20” x 28” rose to 
$37 per picul and 20” x 30” to $38, 
while G18 to G24 improved to $36. 
Zine sheets were dull and prices fell 
in expectation of the arrival of ship- 
ments from Poland and Japan: Jap- 
anese zinc sheets fell by $5 to $90 per 
picul while the Polish product remain- 
ed firm at £92 per ton, even at this 
difference in price the Polish product 
had the preference as buyers were 
doubtful of the Japanese quality; Jan- 
anese G4-was offered at $120 per picul. 
G5 fell to $105, G6 to $100, G7 to G8 
to $117; the new shipment from Poland 
showed a reduction in price from £90 
to £88, the indented price of G6 was 
£82, compared w-th last year’s price of 
£135 for Belgian zinc sheets; spot 
cargo prices were G4 at $118, G5 at 
$114, G6 at $100, G7 at $117 and G10 
at $130. As no demands were forth- 
coming from North China for mild 
steel bars of different descriptions, 
they were offered to local dealers at 
reduced prices in order to clear, not- 


withstanding that this led to losses 
against the original indent price. 
French 40’ thick round bars, the 


favourite, fell from the indented value 
of £27 to £26 per ton, and flat, square 
& angle bars dropped to £26.10s. 
Doubts as to whether indent prices 
would continue to fall, caused im- 
porters to hesitate over placing large 
long-term forward bookings. Spot 
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prices were: round bars 40 ft. %” 
fell to $33 per picul, %” to $31, 114” to 
114” to below $40; square bars 20-22 ft. 
fell by $3 to $4 per picul; flat bars 
stood at $41 and $42, a fall of $2 to $3; 
angle bars, being required for manu- 
facturing military beds, remained 
steady at $43. Large shipments of 
galvd. pipes from the United Kingdom 
were landed in June for various local 
concerns, about 260/300,000 ft. being 
delivered. Prev:cusly British pipes 
held the market, but competition has 
now arisen from French galvd. pipes, 
which are about 20% cheaper than the 
British, and from Japanese pipes which 
are cheaper than either; being from 3% 
to 4% less in price than the French. 
The bulk of the future orders went to 
France, though some orders’ were 
placed with Japan for short-term de- 
livery. Keen competition was conse- 
quently felt and prices fell: %” drop- 
ped to 85 cents per foot, 34” to $1.05, 
1” to $1.20, 1144” to $1.60, 144” to $1.80 
and 2” to $2.30 per foot. French pipes 
for October delivery were priced 50 
cents per foot for %”, 60 cents for 34”, 
80 cents for 1”, $1.15 for 1144”, $1.45 for 
1%” and $1.95 for 2” cif Hongkong. 
Canton buyers were in the market for 
galvanized wire for rnaking umbrella 
ribs: G13 and Gl4 were in demand 
‘at $57 and $54 ver picul respectively; 
other spec:fications remained inactive. 
G8 to G12 falling to $50, G15 to $57 
and $17 to $58. Wire nails ccntinued 
dull, notwithstanding several reduc- 
tions in price te meet the Canton mar- 
ket which still quotes lower prices 
than Hongkong can afford to offer: in 
Canton wire nails of 1144” to 3”, slight- 
ly rusted, fetched $38 ver picul, where- 
as in Hongkong Czechoslovakian, Po- 
lish and Japanese nails at present 
average $40, or when freight and in- 
cidental charges are added $50 per 
picul. Tin plates for printing, white 
base, met with a good export market 
and rose to $52, while black base rose 
to $45 per case. Antimony 99% (China) 
rose in price with the restoration of 
exports, but as supply sources are res- 
tricted sellers were unwilling to dis- 
pose of stocks at unprofitable prices: 
antimony of standard purity rose from 
$200 to $240 per picul, while used anti- 
mony also rose to $75. 
Paper 

The keen competition between paper 
manufacturers ;n Europe and the Unit- 
ed States and the reductions in prices 
that have taken place have reacted on 
this market in a_ reluctance to place 
large orders until the pos:tion is clear- 
er. To meet this, some suppliers have 
inserted a clause in the contract to the 
effect that importers indenting now 
wiil have the benefit of further price 
reductions should any occur. Under a 
decision of the European Paper Makers 
Assocjation the price of woodfree is re- 
duced by £6 per ton and vwunglazed 
Kraft is priced at £58.17s. or a reduc- 
tion cf 16% c. & f. Reductions on MG 
ribbed Kraft, bond bank paper and 
cardboard wilt be announced later. The 
reasons for price reduction are increas- 
ed production in Europe and decreased 
world demands. Austria and Czecho- 
slovakia, being non-members of the As- 
sociation, have entered the markets of 
the Far East, Africa, end India for 


woodfree and MG ribbed Kraft with 
price cuts amounting to 15% at the low- 
est. US papers such as woodfree, MG 
ribbed Kraft, bond and bank paper 
have also come into competition with 
the European makes. Norwegian un- 
glazed Kraft was offered at £58.17s., 
but w:thout acceptance. US woodfree, 
heavy quality, was offered at US$250 
and the light quality at US$258 per ton 
cif Hongkong, which if transferred into 
sterling at the official rate would be 
more expensive than the European 
make, consequentiy no large transac- 
tions took place. 

The price of strawboard (Dutch) fell 
to $470 per ton forward delivery for 
G8-G10, the lack of spot cargo being 
responsible for the fali, as a short time 
back the price for spot was $650 per 
ton; G12-G40 were in the same posi- 
tion, the forward price being $550. 
Cigarette paper rose in price w-th de- 


‘mands from Canton and Swatow: 29 


mm 6000 m Ecusta brand, with green 
line, improved from $22.50 to $23.30 
per hobbin, smoking tiger brand 29.5 
mm, 6000 m_ stood at $20.50, Ecusta 
with green line, 29 mm 4(C00 m remain- 
ed at $12.50, and Japanese cigarette 
paper in ream rose tc $16.50 per ream. 
Ceilulose paper (British) 40” x 40” fell 
from $73 to $71 per ream, 36” x 39” 
(British and Italian) dropped respec- 
tively to $67 and $62 per ream, where- 
as Polish, Czech ard Japanese cellulose 
improved to $61, $61 and $60 respec- 
tively. Metal foil (USA) 4.5 x 6.75 
thin quality remainec steady at $2.25 
per Ib. Newsprint +n roll 52 gr. re- 
mained steady at 34 cents a pound for 
$1” and 32.6 cents for 43”, notwith- 
standing the lack of demand from 
North China; newsprint in ream for 
cutting fell by 20 cents a ream to 
$17.50 for 50 lbs and $18 for 48 lbs. 


Cigarettes 

Lack of support from Swatow, Amoy 
and Canton, caused a dull market: 
Lucky Strike fetched $460 per box, 
Marvel rose from $275 to $295, Gold 
Fiake 10’s dropped from $22.20 per car- 
ton to $21.50 and 20’s from $21.50 to 
$21, Player’s navy cut 10’s fell from 
$22 to $21.50 and 20’s from $21 to 
$20.70, Garricks fell from $32.20 to $32 
for 10 tins, as also did State Express 
“555”, but Three Castles rose from 
$25.30 to $25.80 for 10 tins. 
Cement 

The cement market would have been 
more active if ‘supplies had been avail- 
able, but Japanese cement which was 
in demand was short of stock. Local 
consumption was steady and there 
were demands from Foochow, Swatow, 
Amoy and Chiuchow. Cargo with re- 
export permit was in great demand and 
shipments were made to Macao with 
the object of getting the cement smug- 
gied into China. Japanese cement m 
bags of 100 lbs. sold at $5 but offers 
were made at $5.40, ex-godown cargo 
was out of stock, forward delivery rose 
to $104 per ton and to $112 per ton 
with extension to four or five months. 
the rise being caused by difficulty in 
securing the official rate of exchange, 
Indo-China red & black dragon brands 
in 50 kilo bags rose from $5.90 to $5.95 
per bag ex-godown, and ex-ship rose 
by 10 cents a bag but additienal stocks 
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placed on the market cause a fall to. 
$5.60, with ex-godwn at $5.70 and ex- 
ship at $5.60. Other makes also follow- 
ed suit and rose by 20 to 30 cents a 
bag. Green Island “emeralcrete” rapid 
hardening cement in bags of 112 lbs. 
stood at the usual price of $8.30 per 
bag, and white cement “snowcrete” 
was sold at the official price of $55 per 
drum of 375 lbs nett. Formosan cement 
in 1 cwt. bags being low in stock was 
offered at $5.50 per bag and at $5.40; 
forward delivery was quoted at $112 
to $114 per ton. 


Glass 

Buyers from Formosa were in the 
market for Japanese glass, which led 
to considerable activ.ty. Holders of 
Japanese cargo were obliged to charge 
higher prices as a result of having to 
purchase exchange in the open market. 
Japanese glass. 100 sq. ft. 16 to 18 oz, 
which during the previous week fell to 
$24 per case now rose to $27 for a sale 
of over 1000 cases. European glass 
was inactive: French glass, with fresh 
supplies arriving, was offered at $27.50 
for 100 sq. ft. 16-18 oz., $55 for 200 sq. 
ft. 18 oz., and $78 for 200 sq. ft. 18 oz. 
thick quality; Belgian 200 sq. ft. 18 oz. 
stood at $58 per case, but without sales, 
and 400 sq. ft. 44 oz. thick quality was 
offered at $448. 

Competition from Japan which is 
strongly affecting the market applies 
only to thin glass, European makes of 
thick glass at present hold the field 
without interference from the Japan- 
ese product. 


Gunny Bags 


A report received by local’ importers 
to the effect that the Indian govern- 
ment was holding up the July shipment 
of gunny bags for Hongkong caused at 
first a continuanee of high prices on 
an otherwise indifferent market: heavy 
cees 2” green stripe (new) 29 x 43” 2%4 
Ibs. started at $3.80 per bag, while 
buyers counter-offered $3.75 and $3.78 
without finding sellers; later in the 
week sellers offered heavy cees at $3.70, 
but buyers were disinclined to pay 
more than $3.55. At the close of the 
market, no confirmation being forth- 
coming of the above report, the price 
of heavy cees dropped to $3.47. Hes- 
sian cloth 11 oz. 45” fetched 98 cents 
a yard. 


Tin Ingots 


The flood conditions _ prevailing 
around the sources of supply have led 
to a shortage in supplies of tin ingots, 
and prices have accordingly risen: Ho- 
yuen, Kwangsi 99% and Yunnan 99% 
were sold at. $610 per pical; Singapore 
99.75% rose to $620. Prices were ex- 
pected to rise further. 


Vegetable Oils 


The market for vegetable oils was 
dull. but dealers were optimistic about 
a renewal of enquiries from abroad 
shortly. Teaseed oil 5.4 acid sold at 
$136 for a quantity of 66 drums. 4.5 
acid was offered at $138 per picul; 
tunaoil (wood oil) with export permit 
fetched $130, without permit sold at 
$128 per picul. Aniseed star on hand 
was found to be turning mouldy as a 
consequence of lack of sales for some 
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time past and these stocks were sold at 
$37 per picul. 

Gallnuts had fallen to $75 per picul 
but rose to $80 as supplies recelved 
were small, no buyers however came 
forward. A fresh consignment of 1100 
drums of Singapore coconut oil was on 
the market, over 50% was for forward 
sales; the price fell slightly to $99.50 
per drum. Pure qual:ty coconut oil 
sold at $108 per drum. Edibie coconut 
oil, majong brand, stood at $122 with 
low stocks. 


Bristles 

Bristles showed greater activity as 
the result of an order for about 30 
cases of Chungking product received 
from the US for direct shipment to Bel- 
gium, the exchange in US dollars being 
settled by the Belgian importers with 
the US agents. The packing was in 
bundles instead of in cases, and the 
price of 25s” to 214” averaged US$2.35 
per lb. c. & f. The London market was 
dull with lower prices than those ruling 
in New York: Chungking No. 27 was 
at 18/- per Jb cif, working out at HK$ 
14.40: Tientsin No. 55 was offered at 
40/- to 42/-. In New York also prices 
were at an unprofitable level. Tientsin 
No. 55 (short) being at US$§.35 but 
without buyers. and Chungking No. 27 
at US$2.40. Recently enquiries were 
received from Great Britain offering 
US$2.30 for Chungking No. 27, whereas 
local dealers counter-offered at US$2.50 
per lb; negotiations are continuing and 
it is expected that a satisfactory price 
will be reached. For the past two 
months no orders of any importance 
have come from New York, however, it 
is hoped that business will be brisker 
‘in a month or two. 

Shipments of bristles from North 
China are being encouraged and plenti- 
ful supplies are expected. At present 
local stocks are estimated to amount to 
from 30 to 40 sets of Tientsin bristles 
(2200 cases). valued at US$1.5 million, 
but sellers are holding back in antici- 
pation of higher prices. 


‘China Produce 

Japanege buyers were in the market 
for soya beans and bean cake, and Can- 
ton buyers were interested in bean 
cake but would only take up short 
term delivery cargoes, forward delivery 
being too uncertain under present con- 
ditions: 500 tons of bean cake were 
booked for two days delivery at $28.60 
per picul. About 1000 tons of bean 
cake and soya beans arrived from 
North China and a further quantity 
was shortly expected of about 4000 tons 
of soya beans and 5000 tons of bean 
cake. Bean cake for spot, sold at $28.50 
per picul and short term delivery at 
$28; soya beans (Dairen) sold at $37 
for a avantity of 200 tons. 

White nuts, Buddha brand. were 
short of stock and rose to $385 per 
picul. Apricot kernels from Pei Shan, 
North China, also improved to $225 for 
Ist quality, $210 for 2nd qual'ty, and 
$190 for lower quality. Vermicelli, 
Lung-hau, was steady and Ist quality 
sold for $240 per picul, 2nd quality for 
$235 and $230. 


Sugar 
Large stocks of sugar and én inactive 
market led to a lowering of prices: 
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Hongkong Industrial Report 


_ During the month of June, applica- 
tions for registration of factories and 
workshops in Hongkong amounted to 
22, (9 on the Island and 13 in Kowloon 
& the New Territories), applications 
refused and _ registration certificates 
cancelled came to 12 (2 in HK and 10 
in Kowloon & N.T. including 2 applica- 
tions refused), and registration certi- 
ficates issued were 17 (5 and 12). This 
brings the total number of applications 
received from January 1 to June 30 this 
year to 201 (90 and 111), applications 
refused and _ registration certificates 
cancelled to 105 (23 and 82), while the 
total number of registrat on certificates 
actually issued amounts to 109 (82 
and 77). 


The 22 applications for registration 
received during last month covered the 
following: in Hongkong, 1 each con- 
fectionery & candies, peanut sorting, 
spectacles, neon lights, laundry, cotton 
quilts; in Kowloon & the New Trer- 
ritories, 1 each cotton mill, paper mill, 
weaving (cotton), glass, plastic ware, 
bakelite wares, metal wares. aerated 
waters, bone grinding, camphor cakes, 
camphorwood box, quarry: and 4 vrint- 
ing establishments (3 in HK and 1 
in Kowloon) 


The total number of factories and 
workshops registered at the end of June 
or whose applications were under con- 
sideration was as under:— 


Kowloon 
H.K. & N.T. Total 
Factories & workshops 
now registered « 261. 693 954 
Applications under 
consideration ..... 9197 126 217 
352 3819 «1,171 
Paper Mill 
The Un Lone Paper Mill which 


emplied for registration last month, is 
expected to have an output of 115 
tons of high quality paper within the 
next 2/3 months. Thirty workveovle 
are at present employed and _ the 
machinery is up-to-date. Up to now 
there have been two establishments in 
the Colony for manufacturing paper. 
employing between them 115 persons 
(88 men and 27 women). but, their out- 
put consists of low-grade cheap vaper 
and does not in any wav come up to 
the standard of the pvaper to be nro- 
dvced in the new mill. The will is 
sitnated at Kam Tin in the New Terri- 
tories. 


Formosan special refined sold at $48 
per picul. but with the arrival of 10.000 
bags to be added to the existing stocks 
of 50,000 bags the price fell to $47 per 
picul and $42.50 ex-ship. Canton naval 
flower brand, with stocks amounting to 
10.000 tons. was offered at $44.50 and 
$45, but without buyers. British white 
refined sugar was also affected and sold 
at $48 per picul. 


Rubber Shoes 

The allocation to Hongkong of 
£320,000 as the value of rubber shoes 
to be imported into the United Kingdom 
during the winter months, came as a 
disappointment to local manufacturers, 
who had hoped for better things this 
year. Application was made to the 
Board of Trade by local manufacturers 
for the amount to be increased, if pos- 
sible, to £1 million, but this was re- 
fused. Negotiations are still going on 
in regard to price: last year’s indents 
had been at the rate of $7.30 per pair, 
but this year, with increased overhead 
charges, local manufacturers considered 
it doubtful whether this could be re- 
peated, though if it were insisted upon 
they were prepared to. accept that price 
and work at a loss rather than have 
to close down through lack of orders. 
Local factories are hampered by the 
restrictions imposed in almost every 
country against the importation of rub- 
ber shoes. Australia is one of the few 
countries left for free importations, but 
in this case a high import duty makes 
competition with their own manufac- 
ture impossible. Further, European 
shoe makers are able to undercut the 
Hongkong product, local manufacturers 
being at a disadvantage with the high 
cost of labour, which is almost as high 
as in Great Britain, and which it is 
out of the question to reduce with the 
cost of living as high as it at present 
is. 


Underwear for Indonesia 

Knitting mills had a revival of work 
with an order from Indonesia for 200,000 
dozen singlets at the end of last month, 
and about 50,000 dozen have now been 
shipped. Previously the importation of 
textiles into Indonesia was not oermit- 
ted by the authorities, but a desperate 
need of cotton singlets obliged the 
authorities to relax the prohibition. 
There are 183 knitting mills in Hong- 
kong emploving 5,084 workers (1,566 
men and 3,518 women). For the first 
quarter of 1949 exports of cotton under- 
wear amounted to $19 million. 


The Button Industry 

Button factories in Hongkong have 
fallen upon bad times, and in spite of 
every effort to find fresh markets find 
themselves faced with a serious lack 
of orders. Unfortunately the cost of 
production is high, and local manufac- 
turers therefore meet with difficulties in 
trying to penetrate low-priced markets; 
added to this is growing competition 
from Italian buttons, which are not 
only attractive in appearance but also 
reasonably cheap. In January of this 
year 10 bvtton factories were register- 
ed in Hongkong, employing 305 workers. 
For the January/March quarter exports 
of locally manufactured buttons amount- 
ed in value to around $97,000; Siam is 
the best customer, but Malaya, India, 
Indonesia and Iran, as well as the 
United Kingdom, also take a certain 
quantity of buttons. 


\ 
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Hongkong Aviation Returns 
For the first half year of 1949 “ et ee 
ENGERS AIL ! 
CIVIL AIRCRAFT PASS. (kilograms) (ilogaemnas 
arrivals departures in out im out in out 
Monthly Averages for 1948 ...... 595.33 — 9,591.75 9,381.66 13,726%  13,649%4 42,920.08 100,985.58 
1949 ; ; 
Sinte wreie ee aye. erale snetereneas el se 805 799 9,940 11,913 17,315 14,713 41,947 90,79 
ebrias ety REO OIG CNC? Boe 745 741 10,651 10,146 13,750 12,906 43,749 oe eae 
Narchvee eset nr conc. cee tata es 833 836 8,998 11,022 16,490 15,258 46,144 123,9 
April? aries. aoe oak Sas 979 967 13,996 14,031 14,031 14,797 68,592 153,036 
‘May Me heh rete e atareters ne, Siete erat s 1,476 1,457 21,380 19,193 13,062 13,734 53,123 157.403 
Ge UNO e sere oe he oe Stine 1,463 1,467 17,062 18,630 15,028 12,536 593,728 227,833 
Pirst half-year yes cre cies eee sereres 6,301 6,267 82,027 84,938 89,798 83,944 847,283 836,880 


i ivi j i i ; 12,568; total 
Total number of aircraft arriving at and leaving from Hongkong during January—June 1949 was 12,568, 
number of passengers 166,963; total weight of mail: 173,742 kgs; total freight: 1,684 metric tons. 


China, followed by mail from the U.K. 
Singapore and _ Japan. Freight dis- 
charged came almost all from China - 


AVIATION REPORT 
Civil air transport figures during the 


(for people of non-Chinese race) and 
Inland Revenue (Customs) inspection. 
Last month’s record handling of 


‘current year have been rising from  fyejght_ amounted to 82144 metric tons (under Canton govt. control): 562 
month to month until they s- against only 143.9 tons per average tons or almost 95% of total freight. 
tablished all-time records’ in May month of last year. 

and June which were of course : ; : 

largely due to the political con- The monthly averages of this year Other freight arrivals came from 


when compared with the 1946 


ditions in China and the stream of 
refugees which. arrived here. The 
Colony’s airport (Kaitak) has become 
increasingly congested and the hand- 
ling of civil 
‘most. difficult task particularly after 
the heavy reinforcements of the Royal 
.Air Force recently arrived here. The 
flying boat base, used by the RAF and 
“aviation companies has also become 
extremely busy. 


During June a total of 2910 civil 
aircraft landed and took off, a daily 
average of almost 100. A large num, 
ber of regular landings and take-offs 
are made by RAF planes and by the 
privately owned fiying training ma- 
chines in which students receive their 
instruction which activity causes the 

’_ two air strips to be fully occupied dur- 
ing operational hours. The airfield 
is furthermore used as storage 
space for a sesmingly innumerable 
amount of aircraft mostly owned by 
the two Chinese airlines. The exten- 
Son of hangars and workshops of the 
two commerciait aircraft repair and 
maintenance companies (Pamas_ and 
Jamco) as well as the growing activ:ty 
in the CNAC compound—after this 
Sino-American firm  has_ shifted its 
headquarters to the Colony—further 
contribute to transform the airfield 
into the poss-bly busiest centre of its 
kind in the world. 


While the start of the construction 
of the new arrfield (Deep Bay) has 
been postponed—initial earth work is 
te commence in early autumn—the 


present airfield must accommodate 
a hugh passenger and freight 
traffic for which it was _ never 


intended. The Civil Aviation Depart- 
ment of Government has however dis- 
tinguished itself in keeping the airfield 
going on a steadily and very consider- 
ably increased amount of traffic; hand- 
ling of almost 900 incoming and de- 
parting passengers per average day 
has been efficiently accomplished in 
spite of wearisome passport formalities 


aviation has proved a- 


monthly averages show very large in- 
creases refiecting’ the growing im- 
portance of air transport in Hongkong. 
The major share in air transport 
operations goes to the Sino-American 
owned China National Aviation Cor- 
poration, followed by the Chinese 
(Canton) government owned Central 
Air Transport Corp., and the British 
owned Hongkong Airways (in which 
BOAC hold the controlling position). 
Traffic with China accounts for by 
far the largest portion of aircraft land- 
ings, passenger and freight transport. 

Traffic increases in 1949 over 1948:— 


monthly percentage 


average increase 

Jan./June over 1948 

1949 averages 
Aircraft, arrivals 1,051 76.64 
Passengers, in 13,671 42.53 
¥ out .. 14,156 40.89 
Maik cin oP ates 14,966 9.03 
woes OFTES cette am 13,991 2.51 
Freight."in 2.3. 341,214 229.00 
as out . 139,480 38.12 


Air Traffic in June:— Due to the 
military change over in the Shanghai 
area and the,Canton govt. threats to 
bomb Shanghai airfields no air com- 
munications with Shanghai could be 
conducted during June. Nevertheless, 
air transport returns for the month 
show further increases particularly 
for freight which aggregated an un- 
precedented total. With 593.7 tons of 
air cargo unloaded and 227.8 tons 
loaded, mostly from and for South 
China and Taiwan cities, Hongkong 
airport is outstripping some of the 
leading airports in Europe and Ame- 
mGa: 


As far as arrivals in June were 
concerned, passenger traffic with China 
accounted for 82%; next came, in that 
order, Philippine, Indochina, India, 
US, Siam and Japan traffic. Mail, 
inward, was mostly arriving from 


the UK, India, Japan, Philippines, Con- 
tinent of Europe, US and Singapore—- 
in that order. 


As far as departures in June were 


concerned, passenger traffic with 
China accounted for 75%; next came 
Philippines, US, Siam, Japan, Indo- 


china, Singapore and the UK. Mail, out- 
ward, was mainly flown to China, UK, 
US, Singapore and the Philippines. 
Outward freight to China’ accounted 
for 87% of the total, aggregating 199 
tons. Other freight dispatches went 
to US, Singapore, Siam, Burma, Japan 
and the Philippines—in that order. 


Remarkable is the positton which 
Japan has_ gained in post-wai civil 
aviation. Every month the figures for 
passengers, mail and freight, in and 
out of Japan, are mounting. When 
Japanese citizens will regain the right 
to trave! and business men will once 
again establish themselves abroad 
and visit foreign countries, the jump 
in the air traffic figures at that time 
can be visualised. Today more traders 
in Japan—Japanese and foreigners— 


prefer for a variety of commodities 
the fast and_ relatively inexpen- 
sive air transport. In Hongkong’s 


aviation returns the position of Japan 
has recently markedly advanced and 
should before long take second place: 
behind China. 


Regular Users of Hongkong Air- 
port:— The three leading companies 
are CNAC, CATC and HKA who, in 
passenger traffic inward and outward, 
monopolise business on their scheduled 
China routes. Mail, inward, was most- 
ly carried in June by planes of CNAC 
and BOAC; mai outward by BOAC, 
HKA, PAL and CPA—in that order. 
Freight carried inward was mostly 
the business of CNAC, followed by a 
very wide margin by BOAC, PAA and 
Braathen’s SAFE. Freight outward 
was also largely the business of CNAC. 
followed by CATC, BOAC and HKA. 
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Air Transport Report for June 1949 


Arrivals 
Countries 


United Kingdom via Bangkok & 
Ports 


Passengers 


Mail Freight Countries 


Departures 
Passengers Mail Freight 


United Kingdom via Bangkok & 


Re eae s aM, GS, 45 2,721 5,735 Ports: oars teow 03/5 Se nee 1 
are ae Bangkok & Ports 8 495 3,403 Europe via Bangkok & Ports 38 at ot 
Celoutte eS ioe Bangkok & Ports — — —_ Middle East via Bangkok & Ports 7 _ 140 
s Vv - angkok & Ports .. 250 633 5,343 Calcutta via Bangkok & China 73 22 779 
eangoon, via Bangkok & China 105 791 810 | Rangoon via Bangkok & China 93 — 4,855 
singapore ao Peg te a ee 127 1,612 2,652 Singapore See A ae 170 1,195 6,037 
ae ee 685 anighok OFF) 288 | iis. game 692 
eee gndochina, i. dears ee 254 646 Pees Indochina” sehen. sede 278 145 08 
Puilinpites ees se se i a 472 722 4258 Philivoi Ae ge Eee eee eens 95 = 20 
ro NOt ame nen {ippines (direct) cl.css.0se.. 2 1,892 588 1,471 
‘tive NigBPortsyesy qe. cnuen Wow 165 =1,457 5,335 Japan via Shanghai & Ports .... 304 138 2 188 
op é : Aca Manila & Ports .... 221 91 2,692 U.S.A. via Manila & Ports ...... 611 1,679 5,129 
A ihe ate Via Manila nc. ccs. 66 7 394 Honolulu via Manila ........... 155 58 155 
ustrallas oo... eee eee eee _ —_— —_— Australi citer, se ss Sacqunbineacde 88 209 20 
wel = : OS cS A Aaa es — — — Shanghalvewens awk «creat cis _ _ — 
anton (direct) 0.0... 02.00.00. 10,799 2,975 1,177. Canton (direct) ................ 9,406 2,970 46,835 
China via China Ports ......... 4,144 3,145 560,623 China) via China: Ports) jc. 2s 4,537 1/91 152,091 
“iol a IP ga le ae ee ee 17,062 15,028 593,728 Total) cy. cosuie + sareat < meakeecre 18,630 12,536 227,833 
e oes ee PN er a 
Total No. Aircraft: 1,463. Total No. Aircraft: 1,467. 
Hongkong Airport: Traffic of regular users. 
JUNE 1949 
tg ARRIVAL DEPARTURE 
Company No. of Passengers Mail Freight No. of Passengers Mail Freight 
aircraft ircraft 
C.N.AC. . .. 618 6,236 7,645 561,277 625 6,469 769 161,877 
C.A.T.C, , ‘ 325 - 5,077 ~ 368 529 318 3,874 400 29,761 
CPLAC Zs a 39 188 185 1,116 36 653 1,405 2,405 
PAT An. a ay cer 21 212 537 1,955 21 788 2,132 2,790 
TAA.* ag . 25 105 91 1,727 27 612 _ _— 
B.O.A.C. 25 305 5,578 13,244 26 388 4,557 13,396 
P.O.AS. 16 54 17 116 18 247 eel 2,863 
P.A.A, 2 48 459 183 8,191 48 674 60 2,212 
- S.A.C. : 5 15 17 2 5 82 _— 540 
H.K.A. .. 212 3,796 44 61 211 3,280 2,892 10,650 
AF. pete 11 350 254 646 11 426 241 999 
S.A.F.E. 7 8 102 3,403 8 172 1 266 
M.A.T.C.O 15 87 —_ 1,016 16 97 = 69 


SS RT OSE TE ESI IEE ES EEL ET LT I I EIEN PI IDLERS SE EGE DISLII EL I, SLT LS LITO LET, DS 


The Fisheries 


There was no Fisheries Department 
of Government before the Pacific War. 
The need of such a Department was 
recognised, after the re-occupation of 
the Colony, in order to administer the 
Fishing Industry and Fleet which 
¥ealires numerically as the largest 
in the Colonial Empire. The sound 
policy envisaged in 1945-6 when 
the Department started, is to be con- 
tinued. It is the intention to encourage 
the development of this, the most im- 
portant of the Colony’s primary In- 
dustries, by the local fishing popula- 
tion. 


Before any development or  pro- 
gress was possible it was necessary to 
do socio-economic work which would 
put the local fisherman on a sounder 
financial basis and would prepare him 
for the eventual introduction of 


of Hongkong 


mechanised power, It had been known 
for some time that the potentialities of 
the local Fishing Industry were great 
but that the main hindrance to pro- 
gress in the Industry was that its 
finances were in the control of groups 
of whclesale dealers. With control of 
the Industry, the wholesalers en- 
sured that what profits were to be 
made in the Industry would go into 
theif own pockets or those of their 
subordinates. The wholesalers had ob- 
tained control of the Industry largely 
by putting to their own use the 
ignorance, superstition, and thriftless- 
ness of the fisherman and the general 
uncertainty of the Fishing Industry. 
The fisherman at any time and any 
place is greatly dependant on the 
season; in the good season he is pros- 
perous, in which case the money 
earned will only be gambled away or 


spent freely. In the bad or unfavour- 
able season he is destitute and would 
find himself desperately in need of 
funds with which to sustain his family.. 
These funds were most often advanced 
by the middlemen in the form of, a 
loan. These loans were unusual inas- 
much as an agreement between the 
parties was seldom signed and it 
was rare that interest was charged. 
Normally the only condition was that 
the fisherman would state his willing- 
ness to hand his entire catch over to 
the middleman for marketing. Few 
of these loans were repaid, for it was 
in the middleman’s interest to retain 
control over the  fisherman’s catch 
out of which a handsome profit could 
be made. As ic the fisherman, in the 
main he was. content with his lot 
for, although kis standard of life was 
low, he had the satisfaction of know- 
ing that his agreement with the 
middleman was a security which, pro- 
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vided he remained a good, reliable 
fisherman, would stand him in good 
stead during the slack and bad sea- 
sons, The result upon the Industry 
was the restriction of development *as 
the fisherman was never in a position 
to better his condition or to experi- 
ment with new gear and methods, 


The whole fishing fleet, on the re- 
occupation of the Colony, was still 
wind-driven. The fishing methods 
were found to be efficient as far as 
they went but it was apparent that 
development had to be along the lines 
of mechanisation of these methods. 
The restriction of development due to 
the pernicious economic system of the 
Industry and the havoc caused by the 
Japanese Occupation made the Hong- 
kong fleet one of the most backward 
of the fleets operating in the China 
Seas. Due to active and financial en- 
couragement by the Fisheries Depart- 
ment, through the Wholesale Market- 
ing Scheme, a start towards the 
mechanisation of the fishing fleet has 
been made. This is only a beginning 
and, as with all new, revolutionary 
development, much time and _ effort 
must be spent in an endeavour to find 
the most suitable means of mechanisa- 
tion. To prepare the local fishing 
population for this change and to anti- 
cipate and be prepared to act on the 
effects which it will have on the 
economy and social status of these 
people are problems that are receiving 
the active attention of Government. 


The Fishing Industry suffered, per- 
haps, more than any other as a result 
of the Japanese aggression. Ever since 
1937, during the Sino-Japanese Wer, 
junks of the local fishing fleet, opera- 
ting well outside Territorial waters. 
had been subjected to attack by 
vapanese Men o’War. Although the 
exact figures are not known, it is 
estimated that losses of these valuable 
off-shore vessels ran into several hun- 
dred. During the Japanese Occupation, 
the Industry came virtually to a stand- 
still. Many fishermen were unwilling 
to risk their lives and vessels at the 
hands of the Japanese and Allied Air 
Forces and Navies which were con- 
stantly attacking Coastal shipping in 
this area. At the time of the Japanese 
surrender the state of the Industry was 
deplorable. Few junks were sea- 
worthy and the gear that was avail- 
able was badly in need of overhaul. 
A survey made in September 1945. 
showed ‘that only some 26,000 fisher- 
men remained jin the Colony as com- 
‘pared to three times that number in 
1938. 

The time for active reform 
opportune and this opportunity was 
seized. The middlemen were renlaced 
by a Government administered Whole- 
sale Marketing Organisation. Briefy, 
the Organisation provides all the neces- 
sary machinery for the collection and 
transport of produce to a Govern- 
ment Wholesale Market where it is 
sold by public auction under the 
supervision of Government Officials. 
In the main fishing villages, offices 


was 


have been ‘established where con- 
sumer and producer supplies may be 
ob{ained and where various social 
and educational activities are per- 
formed. 

Since |thd ‘tre-occupation of ‘the 
Colony, the main work of the Fisheries 
Department has been in the adminis- 
tration of the Wholesale Marketing 
Organisation. Comparatively little has 
been accomplished in the technological 
and research fields but a small start 
has been made and plans have been 
drawn up for a_ future’ Research 
Station. This research will be along 


lines indicated by the findings of field. 


officiers and although it will be direct- 
ly applicable to economic problems of 
the Fisheries of Hongkong, the oppor- 
tunity will be taken to co-operate in 
the International and Clolonial fields 
with scientists of other  Territorics. 
In this way, valuable information will 
be available for the all important 
problem of food production and in- 
formation obtained from other sources 


will be applied to that found in the 
Research Station. 
The development of the Industry 


must be along the lines of mechanisa- 
tion. To this purpose, the Colonial De- 
velopment and Welfare Fund granted 
£50,000 for use as loan capital in a 
Mechanisation Scheme. It is Govern- 
ment’s intention to help selected fisher- 
men financially in the installation of 
diesel engines into their junks. 
During the twelve months ‘ending 
March 1948, the Marketing Organisa- 
tion handled 256,470 piculs or 34,196,- 


‘000 lbs. of fish. This amount of fish, 


both fresh and salt/dried, that was 
handled by the market was not the 
total landings for the Colony. Some 
fish was eaten in the fishing villages 
and still more, especially fresh fish, 
was wholesaled in the “black market’. 
It is estimated that the landing of 
“rounded” fish was over 50,000,000 
lbs. It is interesting to compare these 
landings with those of other territor- 
ies. Although it is well below our pre- 
war figure, it is 60 per cent. of the 
average Australian landings of 80,060,- 
000 lbs. and over eight times that of the 
average yield of the Colony of Jam- 
aica. 

The life blood of the Industry is 
the Export trade. In normal times 
approximately 60 per cent. of the 
salt/dried fish landed in the Colony 
is exported mainly to China and to 
Chinese Communities all over’ the 
worid. In 1947/48 46.5 per cent. of 
salt/aried fish landed were exported. 
Ii is thought that this decrease is ate 
tributable to the mecreased local cone 
sumption caused by the increase in 
population since the Re-occupation. 

The cost of most commodities has 
risen considerably since 1939, and fish 
is no exception, but many people have 
the mistaken impression that the 
fisherman is “doing well out of it”. 
In al! fairness to the fisherman it 
is as well to compare his present in- 
come and expenditure with those 
of pre-war. On average, the fisher- 
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man is ieceiving for his catch about 
tive tiries the price thet he received 
in’ 1939 hut his expenses have risen 
proportionately. His main capital ex- 
penditure, the junk, costs six times 
what it did pre-war; ramie, which is 
his largest recurring expenditure, cost 
$30 to $85 per picul in 1939, but in 
1948 it cost, approximately, $210 per 
picul, Shue Leung which is used for 
tanning nets was five times more ex- 
pensive; Tung oil and salt about four 
umes, 

Outlook for Hongkong’s 

Fishing Industry 

The fisheries of Hongkong are among 
the most highly developed in the Far 
East. Here, alone in the Colonia] ter- 
ritories except for the fleet based on 
Pangkor in Malaya, are large decked 
fishing craft used. A fleet of over 1,106 
of these large fishing craft is based on 
Hongkong, as well as 3,500 smaller fish- 
ing craft. The weight of fish sold in the 
wholesale markets is over 16,000 tons 
per year. 

The natural outlet of the fisheries of 
Hongkong is China, which normally 
takes over 60 per cent. of the total oro- 
duction. But the present economic chaos 
in South China has hit this market bad- 
ly. Nevertheless a great volume of trade 
is still being done with China, and mar- 
kets are being sought successfully else- 
where, as far away as the United States. 
where the Chinese communities want fish 
prepared to their accustomed tastes. 
The Co-operative marketing scheme, uni- 
que perhaps in the world, is a product 
of the war and of the personality of a 
few far-seeing and devoted people, by 
which the fisherfolk of Hongkong have 
been released from the economic ser- 
vitude to the money lenders vnder which 
most fishermen, in the Far East and 
elsewhere, labour with little profit. A 
fruitfyl line of development will be the 
gradual conversion of the Hongkong 
sailing fleet to power fishing. Steam and 
motor trawlers from Japan regularly 
fished the offshore waters of South China 
before the war, landing their catches, 
for the most part, in Korea. The pro- 
fitabilitv of such fisning is therefore evi- 
dent. The Hongkong Government has 
asked for a revolving loan, to be supplied 
from Colonial Development funds, for 
this mechanisation, and this has been 
granted. Several junks have already 
been fitted with diese] engines, and are 
catching 70 percent. more fish than the 
sailing iunks. The greatly increased 
catches to be expected by mechanisation 
will be spread over a long period of 
time, for the programme itself will be 
gradual and there will therefore be time 
for the markets to take up the increase. 
But there will always be a market for 
the fish of Hongkong in the vast popula- 
tion of China, once economic stability 
there is reached. 

Fish Culture & Research 

Hongkong has put forward plans for 
a Fisheries Research Station, which 
have now been approved. This station 
would cover the North Ching sea, and 
link up with the research work based 
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on the Marine Laboratory at Singapore. 
So far, only the natural fisheries have 
been considered. Now the possibility of 
creating fisheries, by fish culture, is 
studied. 

The rearing of fish in ponds has been 
carried on from time immemorial in 
China, and it is believed that the cultiva- 
tion of carp reached mediaeva] Europe 
from China. In Central Europe before 
the war, there were great carp farms, 
with an annual output of thousands of 
tons of fish, and during the war, re- 
fugee fish oculturists established a fish 
culture industry in Palestine. As much 
as 2,000 acres of fishponds were con- 
structed in Palestine, yielding over 1,000 
tons of fish per annum. This high rate 
of yield is got, partly by manuring the 
water, and partly by feeding cheap food- 
stvffs, such as lupin. seed, and cotton 
seed and groundnut cake to the fish. 

Much higher yields are got in the Far 
Hast and yields of over two tons of fish 
to the acre ber annum are common prac- 
tice. There are many fishpends in the 
New Territories of Hongkong, and also 
in Malaya and Singapore. In the latter 
territories, the pond-reared fish are for 
a luxury trade in connection with Chin- 
ese festivals. Their progress has been 
checked by the difficulty in importing the 
fry from China, but the Director of 
Fisheries, Federation of Malaya and 
Singapore, is remedying this by fying 
the fry from Hongkong, a method of 
transport which is cheaper than the sea 
transport formerly used. He is now 
experimenting with fish culture to pro- 
vide food for the mass of the people, and 
is having very successful results. The 
jdea of village fishponds has taken on 
and is spreading. 


Wholesale Vegetable 
Marketing by Hongkong 
Government 


Before the War the marketing of 
vegetables was in the hands of small 
groups of middlemen, called Vegetable 
laans. By taking advantage of the 
farmer’s ignorance, superstition and 
poverty, and the economic conditions 
‘of the industry, these middlemen en- 
sured that any profits to be made 
would go to them. The farmer had 
little opportunity to improve his 
position and was kept barely at sub- 
sistence level. He had little feeling 
of security for seldom did he have 
sufficient return from his produce to 
put by for the inevitable “rainy day”. 

During their internment in Stanley 
Camp, a small group discussed the 
problem of the farmer and devised a 
plan. This plan was to introduce the 
long needed reform of taking the mar- 
keting of vegetables out of the hands 
of the middlemen. This drastic step 
was not intended to be q permanent 
one but was designed to lead, even- 
tually, to co-operative marketing by 
the farmers themselves. 

After long preparation, the market 
was opened on the 15th September, 
1946. The time spent on preparation 
was not wasted. A short preliminary 
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“Business of Japanese 
Banks 


_ On March 31, of this year, banking 
institutions of Japan brought out their 
profit and loss statements for the first 
time since their reorganization in ac- 
cordance: with the rehabilitation pro- 
gram. During the half-year period 
(October 1948 through March 1949) 
appeared the first signs of economic re- 
cession, with business circles experienc- 
ing acute shortage of money and banks, 
too, finding it extremely difficult to in- 
crease deposits. _ Nevertheless, the 
March-end statements show that results 
were unexpectedly good, with no bank 
showing less than 10 per cent, profit 
for the half year term. An analysis 
therefore will be attempted of figures 
published by Fuji, Chiyoda, Osaka, 
Sanwa, Dai Ichi, Teikoku and Tokai,— 
the Big Seven,—in order to find the 
cause or causes of these good results. 


US a eR Se he ee ESTE SE 


survey was carried out; the results 
of this survey indicated the lines along 
which the Scheme should be run. As 
the Scheme was to be established 
primarily for the benefit of the far- 
mers of the New Territories, it was 
not necessary to establish a market on 
Hongkong Island. The only Vegetable 
Wholesale Market was established in 
Kowloon. By law, the movement and 
sale of vegetables in Kowloon and the 
New Territories was to be completely 


under the control of the competent 
authority of the market. In practice 
this meant that all the vegetables 


grown in the New Territories or 
brought into the New Territories or 
Kowloon for sale, were moved only 
by Government transport, and brought 
ta the Government Wholesale Vege- 
table Market where they were sold 
wholsale to registered buyers. The ex- 
penses of the market were to be met 
by a commission on all sales. 

The establishment of the Wholesale 
Market was designed to give, primari- 
ly, a good price to the farmer for his 
produce but, also, to see that the 
consumer was able to buy vegetables 
at a reasonable price. To this latter 
end a discussion was held with re- 
tailers who agreed on aq profit of 40 
per cent. in the ease of highly perish- 
able vegetables and of 20 per cent. 
for the less perishable vegetables. A 
substantial reduction in the retail 
price of vegetables was achieved. 

Substantial invested interests had 
been affected by the introduction of 
the Scheme. The hardship of the 
old middlemen, however, was not con- 
siderable. The majority of middlemen 
had been unable to re-estabiish their 
business, mainly owing to lack of 
-transport. Considerable opposition 
was encountered at the beginning but 
this had been expected and plans made 
proved adequate to deal with the 
situation. 


_ As will be seen from the table below, 
the lowest rate of earning of 10.6 per 
cent is reported by the Dai Ichi, while 
the highest is that of Tokai at 26.2 
per cent. Thus the average is slightly 
less that 18 per cent. Since, however, ° 
these earning rates are based on pro- 
fits after deducting for depreciation, 
the actual average is around 80 per 
cent with profits as follows: Fuji, Y203 
million; Chiyoda, Y187 million; Sanwa, 
Y175 million; Osaka, Y160 million; Dai 
Ichi, Y106 million; Teikoku, Y102 mil- 
lion; and Tokai, Y190 million. 


Big Seven Profits for Half Year 
Ending March 31, 1949 
(in million yen) 


Annual 
Rate of 
Earning 
Name of (Per cent 
Bank Capital Profits of 
Capital 
Pujickeat 1,350 83 12.3% 
Chiyoda 1,000 76 13.8 
Osaka: eee... 1,140 61 10.7 
Sanwa teen. 1,000 66 13.2 
Dai Ichi .... 1,020 54 10.6 
Teikoku ..... 950 51 10.7 
Pokal aera 435 57 26.2 


The principal factor making for such 
good profit rates is none other than the 
natural increase in money volume con- 
sequent in inflation. Another cause is 
that most statements were prepared 
with a view to declaring dividends of 
from 5 to 7 per cent, which were not 
paid out on orderg from the govern- 
ment authorities. 


All banks showed a 30 per cent in- 
crease in deposits over those of the 
term ending September 30, 1948. The 
increase was spectacular in the cases 
of Tokai and Osaka, while the gains 
made by Fuji were the lowest. Up to 
about the middle of last year, Fuji was 
making the best progress, but it is now 
at the tail. Increase in lendings varies; 
but it is to be noted that the more the 
lendings, the more the borrowings from 
the Bank of Japan (eg. Sanwa and 
Tokai). Therefore, with lending vary- 
ing in proportion to loans obtained 
from the central bank, city bank, ad- 
vances bear little relation to their 
deposit increases or decreases. There is, 
however, no clear indication that de- 
pendence on the Bank of Japan has 
direct effect on the earning power oft 
any given bank. For when the banks 
are ranged! in the order to borrowings 
from the Bank of Japan (Dai Ichi ana 
Teikoku omitted), Sanwa heads the 
list, followed by Osaka, Chiyoda, 
Fuji and Tokai. When, however, tt} 
ranking is done according to earnings, 
the order is reversed and become 
Tokai, Chiyoda, Fuji, Osaka and San- 
wa. This indicates that although Bank 
of Japan lending rates may be low, the 
current make-up of deposit accounts, 
in which interest-less current account 
is predominant, makes it most profit- 
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able for banks operating on funds de- 
posited with themselves. In _ other 
words, the soundness of bank business 
is in direct proportion to the amount 
of deposits held and! in inverse ratio to 
borrowings. ¥ 


Needless to say, the source of profit 
in. bankng is in the difference between 
the rates of interest on the money ob- 
tained (money cost) and on funds 
loaned‘ ovt (earning rate). Tokai has 
the highest profit rates at 0.525 per 
cent, while the lowest is Sanwa at 
0.811 per cent. 


How is the outlook for the current 
term? The general tone ig that ot 
pessimism. For, in the first place, in 
view of the “balanced budget” policy, 
there is little likelihood that money 
will loosen up and deposits will in- 
crease. As already mentioned, bank 
profits tend to be in direct proportion 
to the rate of increase in deposits. 
Therefore, if no increase can be ex- 
pected, bank operation will inevitably 
become more difficult. Secondly, busi- 
ness in general is in a state of read- 
justment; so the banks themselves can- 
not neglect rationalization of enter- 
prise. Money cost is on the average 
around 8.5. per cent and the rate of 
expenses is about 5 per cent. There- 
fore, expenses will have to be reduced 
if the margin of profit is to be widened. 


Rise in Industrial Output 


The generat index number for Japan’s 
jndustrial production which has hither- 
to been slowly climbing, reached in 
April an all-time high since the end 
of the war. The general index figure 
for mining and industry reached 71.6 
per cent on the basis of 1930-34 
average as 100.* Compared with 49.8 
per cent in the corresponding month 
of 1948, the increase is 44 per cent, 
while the increase over the previous 
month is 4 per cent. Thus production 
attained the highest peak ever reached 
in. post-war Japan. 


Compared with March figures, 
around 40-50 per cent increase was 
seen in the production of sulphate, 


cotton yarn, artificial silk, staple fibre 
goods, pig iron, steel ingot, lead, 
zinc, machines, sheet glass, sulphate 
ammonium, etc. Meanwhile, among 
decreases were  raw-silk, copper, 
coal, soda ash, super phosphate of 
lime. The decline was but fractional. 
The decrease in the output of super 
phosphate was brought about by pre- 


ferential allotment of raw materials 
to the production of ammonium sul- 
phate. 


The steady rise in Japan’s indus- 
trial production is evidenced by 
financial statistics in which the strin- 
gency of industrial money is scarcely 
reflected. However, it may not be 
very long before shortage of money 
hits Japanese industries. 


Recent Movements of Foreign Capital 


Activities centering on the intro- 
duction of private capital from over- 
seas investors are being observed 
since obstacles preventing the influx 
of foreign capital to Japan have been 


cleared following the establishment 
of the single general exchange rate 
for the yen und the recent revision 


of the Law relating to Prohib'tion of 
Private Monopoly. . 

As of the end of May this year, 37 
different business activities by foreign 
nationals, including acquisition of pro- 
perties, have been approved by SCAP 
authorities. An agreement was fur- 
thermore reached between the Japan 
Petroleum Company and the Califor- 
nia Texas Oil Company with a view 
to importing 20,000 metric tons of 
Arabian crude oil to this country. 

Features of the influx of private 
capital from abroad are as follows:— 

(1) There are few _ instances of 
foreign investment which are fully 
deserving of the name. Practically no 
investment is witnesed in stocks or 
in the form of importing modern pro- 
duction equipment and machines. (2) 
Many of the existing investments are 
either redemptive within a_ short 
period or of easy’ withdrawal. (3) 
Therefore, investments in commercial 
activities form the majority of fore.gn 
capital in Japan. (4) Since problems 
relating to pre-war debts and obliga- 
tions between Japanese firms and 
overseas investors have not been com- 
pletely settled, the present stage is 
still far from restoring the pre-war 
conditions to them. (5) Due to the 
lack of appropriate measures for pro- 
tecting patent rights, there are but 
few cases of foreign investment in 
the form of released industrial tech- 


nique. (6) Among the Niseis there are 
moves for constructing plants and 
work-shops. 

* * 


EXCESSIVE SHIPPING RATES AND 
JAPANESE EXPORTS 


Because of the high cost of shipping 
in foreign bottoms the foreign market 
prices for Japan’s export goods are 
frequently three to four times or more 
of the f.o.b. Japanese vort quotations. 
With imported articles, too, high ocean 
freight charges are boosting prices. 
Naturally, distance constitutes a 
variable factor; but the effect is most 
noticeable with iron ore and salt. 

In the case of the former, the ex- 
port f.o.b. price of $5.98 for United 
States ore becomes $20.98 c.if. With 
Brazilian iron, the f.o.b. price of 
$6.10 becomes $21.10, while with 
Indian ore, $4.29 f.o.b. becomes $18.14 
cif. In short, shipping and insurance 
charges amount to about three times 
the f.o.b. prices. 

With salt, shipments from the Red 
Sea area are $5.75 f.o.b. and $17.85 
c.if. Japan, while those of Italian 
and West Indian salt are respectively: 
f.o.b. $4.90 and $5.10 and c.i.f. $19.00 
and $18.20. In this case, too, shipping 
an insurance come to almost three- 
old. 

Allowance, of course, must be made 
for world-wide rises in postwar prices; 
and although a COmntigns (nase in 


The inflow of foreign capital is 
covering, the following fields: — 


(1) Acquisition of land, constructions 
etc. by private business firms. This 
is the case with the National City 
Bank of New York which bought 
houses in Tokyo for its employees. 
The American International Under- 
writer’s Corporation bought a tract of 
land located in Yokohama. A pur- 
chase of residental quarters was made 
by the Associated Press and by the 
Time Life International Corporation, 
both in Tokyo. 


(2) Partnership sharing profit at a 
rate to be established by agreement. 
Among those included in this pattern 
of investment, are two agreements 
which have been concluded between 
the Japanese Petroleum Co. and Cal- 
tex, the condition of which are: Cal- 
tex consigns finished products together 
with necessary instruments to J.P.C. 
for sale in Japan. Profit accruing 
will be shared evenly by the contract- 
ing parties. Caltex obtains the owner- 
ship of an oii refinery of J.P.C. located 
at Tsurumi, near Tokyo, against sup- 
ply of 20,000 metric tons of Arabian 
crude oil to the latter. 


(3) Investments in business activities 
by foreign nationals. Brick-yards will 
be started by Jackson and Church Co. 
(U.S.) with imported machines. A 
part of the installation will be pur- 
chased or obtained by lease from 
Japanese merchants. An import of 
raw materials worth Y28 million is 
prepared by Rehabilitation Committee 
of the Catholic Church in Japan. 
These imported materials will be de- 
livered to local factories for process- 
ing. Reserving a part of the finished 
goods for their use, the importer will 
sell the rest to the Japanese Govern- 
ment for domestic consumpt'on. 


* 2 


with the recession in the United 
States, price levels are still high. 
Taking the United States for exam- 
ple; as shown in Table 1, with the 
average for the year 1935 used as the 
index base of 100, the level for 1937 
was 108, and for 1948, 206. This is an 
increase of some 190 percent; but 
ocean freight charges have far out- 
distanced the average rise. 

It is found that the United States 
ocean freight rates for wheat in 1937 
wera $6.50 per ton at the _ high- 
est and $5.00 at the lowest. This had 
become, in 1948, $14.00, or 215 per 
cent and 280 per cent of the max!mum 
and minimum rates of 1937. 


1. United States Ocean Freight 
Rates: Pacific Coast to Japan 
Shipments of Wheat 


(In U.S. Dollars) 


In- 

1937 1948 crease 

‘Cc 

) 

Maximum =. .ce..0 6 6.50 14.00 215 

Minimum, .f .). 2. oes 5.00 14.00 280 
U.S. Wholesale Prices 

1935=100)ie oe 108 206 190 
Chicago Wheat Price 

(Per Bushev) 1.44 2.24 155 
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Japanese Industrial Reports 


Soy 


_In spite of the general trade reces- 
sion, a contract was concluded for 
exporting 135,000 casks of soy sauce 
to the United States and Hawaii dur- 
ing the current fiscal year. In the 
April-June period, 40,000 casks will 
be exported. Of this figure the first 
shipload of 5,000 casks, mainly the 
Kikkoman brand made by the Noda 
Soy Company, has already been ship- 
ped abroad. In addition to Aji-no- 
moto, Japanese soy is again gaining 
popularity in the United States, 
especially among the American-born 
Japanese. Prospects are promising 
that soy will overshadow Aji-no-moto 
in trade volume. 

Of the total scheduled exports (135,- 
000 casks), the Kikkoman brand com- 
prises 75 per cent or 100,000 casks, 
indicating that it ‘still enjoys the 
widest popularity in the United States. 

The 40,000 casks to be exported 
during the first quarter of fiscal 1949 
are divided among leading producers 
as follows: 30,000 casks for Noda 
Soy (the Kikkoman brand), 2,000 


The difference becomes much greater 
when the cost of shipping in prewar 
Japanese bottoms is applied, as in 
Table 2. The charge for shipping a 
ton of tea in 1937 on a Japanese ves- 
sel was $6.00, but a similar shipment 
on a Unied States vessel in June, this 
year, cost $14.25. This difference in 
the case of raw silk is up $5.50 from 
$2.00; and treble in the case of toys 
which formerly could be shipped at 
$6.00. With ceramics there has been 
a 666 per cent jump of from $4.50 to 
$30.00. So it can be safely assumed 
that rates are now generally three 
times prewar. 


2. Comparison of Prewar Japanese 
Shipping Rates Against Postwar 
U.S. Rates (Trans-Pacific) 
(In U.S, Dollars) 

1937 1949 

(Jap- (U.S. 

anese Ves-  In- 
Ves- sels) crease 
sels) (June) (%) 
6.00 14.25 237 
2.00" 5:50 275 


Tea (per ton) .... 
Raw Silk (100 lbs.) 
Ceram‘cs (per ton) 4.50 30.00 666 
Toys (per ton) 6.00 18.00 300 

How is it then that shipping rates 
have risen more than prices in general? 
Insofar as the Pacific area is concerned, 
shipping companies of the leading mari- 
time nations have pooled their interests 
and have entered into a rate fixing 
‘agreement, This was at one time re- 
ported to have become an issue in the 
light of anti-trust legislation. But be- 
cavse the agreement is of an inter- 
national nature, involving not only 
British and American shipping firms 
but other commercial interests, the law 
of a single nation appears insufficient 
to cope with the case. Japanese im- 
porters and exporters, unable to find 
any effective way of countering this 
most serious blow to trade, cannot find 
"any excuse to avoid payment of exor- 
bitant charges. 


casks for Yamasa Soy, 2,000 casks 
for Marukin Soy, 2,000 casks for 
Marudama Soy, 1,000 casks for Higeta 
Soy and 3,000 casks for other brands, 
Before the war, the Noda Soy Com- 
pany’s shipments once reached the 
600,000 casks a year. 

The FOB price being $5 per cask 
(containing one to of soy, net), 135,000 
casks would value US$575,000. At 
the rate of Y360 to the dollar, it 
would add up to Y243 million. Should 
soy exports increase to the prewar 
level (600,000 casks a year), the total 
value would be Y1,000 million, or 
probably the largest item among ex- 
port provisions. 

About the supply of necessary 
materials there is no concern because 
soy beans are imported from the Unit- 
ed States. Japan-made soy is noted 
for its special flavor and taste since 
climatic conditions are admittedly 
suited for soy brewing. Then, the 
export price at $5 per cask may 
be a threat to American soy makers 
who, by taking advantage of the 
wartime stoppage of soy imports 
from Japan, mushroomed in _ Seat- 
tie, San Francisco, Los Angeles, 
Portland, Honolulu, H-lo and some 
other cities in the United States. In 
some of these places the soy industry 
has developed to the extent of sel'f- 
sufficiency. 


DDT . 

Leading chemical corporations mak- 
ing DDT as one of their main pro- 
ducts have been brought to a serious 
plight due to the sharp recession of 
domestic demand and the suspension 
of tha Government’s purchases, just 
as in the case of dyestuffs. Whereas 
the Government heretofore bought up 
the whole output to be distributed 
under official control for farming and 
prevention of epidemics, DDT sales 
have been decontroMled since April. 
this year. In the period of transition 
from Government control to free 
sales, however, DDT producers have 
been suffering more than ever from 
lack of funds. In addition, most of 
them are not well prepared to cope 
with the ramifications of free market- 
ing, i.e. free competition. Then. there 
is increasing fear that large stocks 
will pile up considerably in the future 
because, domestic demand, though 
brisk from April to July, usually 
slows down sharply in the Jatter 
months of the year. 

DDT output in the April-June 
period, 1949 is scheduled at 198 metric 
tons (or about 800 tons a year), as 
shown by companies in the appended 
Table. Besides this domestic produc- 
tion, about 490 tons will be imported 
on the assumpt-on that annual needs 
would reach 12,000 tons. Out of the 
imported DDT powder, about 80 per 
cent is to be allocated for agriculture 
purpose, and 20 per cent for preven- 
tion of epidemics. 

Doubt is entertained about whether 
the domestic demand is correctly 
estimated, that is, if it will reach the 
1,200 metric ton mark this year. It 
is to be noted that as an insecticide 
for farm purpose, BHC is gaining more 
popularity than DDT. 


Projected DDT Powder Output 
(In metric tons: April-June, 1949) 


NippanSoda-te., nt... ee. 66 
Mitsubishi Kasei ........... 33 
Kureha "Kagaku" i.e 30 
Hodogaya Kagaku..... 24 
sanko’ Kagaku’ >. 75.5000) 0. 21 
Nippon Wayakw® 220) aan 15 
Tekicoshfar vib cantan. cance 9 

Totaly. tusk urea 198 


The producer’s price for DDT powder 
is about one million yen per metric ton. 
At this rate, the monthly output of 
60 tons is valued at around Y60 mil- 
lion. As various types of insect-killers 
made from DDT powder are priced at 
two million yen per ton of DDT powder 
used as material, the total value would 
be Y120 million. Signs of overproduc- 
tion, which appeared with the intro- 
duction of free marketing, will be- 
coms all the more conspicuous unless 
DDT products are soid smoothly in the 
home market. 


Iron & Steel 


The iron and steel industry is again 
face to face with a crisis. Having 
overcome the postwar setback some- 


how or other, the industry made 
such smooth recovery in the past 
years that economical operation of 


iron and steel plants appeared to be 
possible early this year. At that 
time, the single exchange rate was 
fixed at Y360 to the dollar. As of 
consequence, Japanese iron and _ steel 
manufacturers have been dragged into 
inseparable relationship with world 
economy, and their production costs 
now cannot remain independent from 
overseas price conditions. Not only 
that, there are indications that the 
Government will be obliged to abolish 
the price adjustment subsidy sooner 
or later. : 

Some pessimists doubt the possibility 
of bringing this key industry again 
on its own feet. Is there, however, 
no leeway for a further reduction of 
the production costs of iron and steel 
products? About this important pro- 
blem, the Nippon Tekko Remmei 
(Japan Iron & Steel Manufacturers 
Association), in its recommendation 
to the Government, came to the follow- 
ing conclusion: 

(1) Even if the price adjustment 
subsidy is abolished, it would be more 
profitable for Japan to manufacture 
iron and steel products than to im- 
port them from abroad with the ex- 
ception cf tin-sheet and heavy rail. 
(2) The profitab-lity of domestic pro- 
duction would become all the more 
conspicuous if necessary _ materials 
are imported from the East Asian 
countries by Japanese freighters or 
foreign craft chartered on a bare- 
boat basis. In the case of tin-sheet, 
the cost is considerably high mainly 
because plants are operating at an 
extremely low rate to rated capacity, 
and it can be curtailed markedly 
under full-capacity operation. (3) If 
needed materials are imported from 
East Asia by Japanese or chartered 
foreign ships, brighter prospects would 
await the iron and steél industry of 
Japan, for Japan-made iron and 
steel products would be well able to 
conpete with foreign makes on East 
Asian markets. 
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Based upon such a statistical study, 
the Nippon Tekko Remmei_ recom- 
mends the two counter-measures: 
“First, promote imports of raw materi- 
als from East Asia. Our iron and 
steel industry could not establish itself 
as an independent business unless ne- 
cessary materials are imported from 
East Asia. We could not compete with 
foreign interests on the world market 
if we buy raw materials from distant 
sources at high freight rates. For- 
tunately, coking coal, coal for gas 
generation, iron ore, etc, are rich in 
East Asia and, moreover, there is in 
this part of the world no country 
which needs them in great quantities 
except Japan. East Asian materials 
which we should import by all means 
are, to mention the most important: 
Coking coal from the Kailan and 
Fushun Coal Mines; iron ore from 
Hainan Island; and iron ore from 
India and Malaya.” 


“Second, for promotion of our iron 
and steel industry nothing is more 
essential than to build ocean-going 
freighters or charter foreign ships on 
a bare-boat basis for transportation 
of raw materials and _ finished pro- 
ducts, for, otherwise, the balance 
of invisible trade would become con- 
siderably against Japan”. 


In 1941-42, when her rolled steel 
output totalled 4,242,000 metric tons, 
Japan imported 5,674,000 tons of coal 
and 5,669,000 tons of iron ore (or 11,- 
343,000 metric tons combined’). In 1949- 
50, plans are under way to import 
1,600,000 tons of coal and 1,810,000 tons 
of iron ore (3,410,000 tons in all), so 
that 1,800,000 metric tons of steel pro-' 
ducts may be turned out, In case 
these materials are imported from East 
Asia, the distance of transportation 
would be far shorter for Japan than 
for the United States. For Japan, the 
distance is 3,573 km. for iron ore and 
4,210 km, for coal; for the United 
States, 4,250 km. for iron ore and 
3,000 km. for coal; and for Germany, 
4,613 km. for iron ore (these figures 
are estimated on the assumption that 
overland distunce is seven timse marine 
transportation.) 


In the case of Japan, all the needed 
materials have to be imported from 
foreign sources. If they are carried 
at reasonable rates by own bottoms, 
therefore, the manufacturing costs of 
iron and steel products could be cut 
down. According to a survey by the 
Nippon Tekko Remmei, in order to 
import 3,888,000 metric tons of raw 
materials, such as coal, ore and fuel 
Oil in 1949-50, Japan will have to pay 
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as freight $26,702,000 (or about 30 
per cent of the total value of material 
imports in 1949-50). If carried by 
Japanese shipping, freight payment 
would be $15,202,000 (only 17 per 
cent or so of the total material im- 
ports), or a reduction of $10,870,000. 
If materials are bought from East 
Asia instead of distant sources, the 
percentage of materials against the 
total cost would fall from 55 to 44 
for pig iron, and from 28 to 21 for 
bar steel. y 


Automobile Industry 


The automobile industry of Japan 
which had experienced a continued 
slump since the war termination 
gradually increased its output due to 
the improved situation of material 
supply in 1948. This upward trend 
was still kept up even after the turn 
of the year. Japan’s automobile in- 
dustry is younger than the railway and 
shipbuilding industries. _ With the 
extensive introduction in 1935 of 
American manufacturing technology, 
the production of automobiles was 
studied in order to fit the roadway 
conditions and fuel situation of Japan. 
Since then this industry has made 
rapid strides. 


With the outbreak of World War 
II, the automobile industry was almost 
completely converted into the pro- 
duction of armament and_ aircraft. 
Factories were either dispersed or 
damaged by war, so that the develop- 
ment of this industry was hampered, 
and the output of automobiles showed 
a decrease. 


At the time of the war termination, 
the transportation system of Japan 
was so dilapidated that delivery of 
commodities was obstructed. To break 
this bottleneck in transportation, it 
was considered insufficient to merely 
rehabilitate railway facilities, and 
greater importance was attached to 
the rehabilitation of automobile trans- 
portation, 


Heretofore, Japan adhered to the 
railway-first policy, and considered the 
automobile service as secondary. For 
this reason, if automobiles were to 
assume a vital role in rehabilitating 
the transportation system it was 
necessary to increase the production 
of new cars. But the production of 
steel and coal’ was so scarce that the 
auto makers had to continue produc- 
tion only with stock on hand. 


The allocation of materials in 1948 
was however increased to double .the 
figure for 1947, and the production of 
automobiles gradually went up. 
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1948 Output of Motor Vehicles 
Classified by Products 


Common! ty peiy<cisossiwe sete 15,802 
Small ‘type with four wheels . 3,940 
Electric automobiles .......... 405 
Small type with two or three 
wheels 4:diddis« isthe cae eee 24,618 
Large type automobiles ...... 620 
Trailers:  ijsac<decustlgeaet OO eee 623 
Total... css aa ee 47,015 


Classification of Vehicles for 
1948 Fiscal Year 
Capacity Output 
Truck and bus of com- 
36,000 18,493 


mon type 
Truck and 

small type 8,400 4,924 

Motor vehicles now produced in 
Japan comprise a large type, a com- 
mon type, a small type with two, 
three and four wheels and electric 
motorears. Of these, the truck and 
bus of common type and four-wheeled 


cars of small type constitute the 
greater part of production. The 
monthly capacity of the  principai 


makers is as follows: 
Nissan Jukogyo K.K. ...... 650 cars 
Toyota Jidosha Kogyo K.K. 650 ,, 
Diesel Jidosha Kogyo K.K . 350 ., 
Mitsubishi Jukogyo K.K. ... 100 ,, 
According to the 1949 Government 
plan for automobile _ transportation, 
freight capacity is to be increased 10 
per cent and passengers 25 cent over 
the actual volume in 1948. Therefore 
domestic demands for automobiles will 
increase, but it is not expected that 
such demands will rise tco high due 
to the fund shortage of purchasers. 
Under the circumstances, the auto- 
mobile makers will find it difficult to 
operate their business and to cope 
with this situation, the development 
of overseas markets becomes gq vital 
problem to the manufacturers. After 
the war, few cars of Japanese-make 
have been exported. The recent trade 
agreement between Japan and Korea 
includes the export of a large number 
of Japanese automobiles. Thus a way 
is opened for the advancement of 
Japanese cars to overseas markets. 
The automobiles of Japanese make 
are known to have the following points 
in their favor. 1. Durability: To over- 
come the bad road conditions, makers 
have made improvements on materials 
in order to secure durability. In this 
respect, the technology of Japanese: 
makers can be said to reach the world 
level. 2, Fuel Economy: Thorough re- 
searches have been conducted to ob- 
tain maximum efficiency of the en- 
gine in view of the acute shortage 
of fuel resources in Japan. Therefore 
the engines of Japanese make are. 
well-known from the standpoint of 
fuel economy. 


